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MONDAY, MARCH 25, 1957 


ConGRESS OF THE UNITED STATES, 
Jornt ComMMiITTEE ON ATOMIC ENERGY, 
Washington, D. C. 

The committee met, pursuant to notice, at 10 a. m., in room 362, Old 
House Office Building, Representative Carl T. Durham, of North 
Carolina (chairman of the committee) presiding. 

Present: Representatives Durham, Holifield, Price, Kilday, Cole, 
Van Zandt, and Jenkins; Senator Anderson. 

Also present: James T. Ramey, executive director; George E. Nor- 
ris, Jr., committee counsel, and George E. Brown, Jr., David R. Toll, 
Hal Hollister, professional members of the staff. 

The CuHarrman. The committee will be in order. 

This is the first day of public hearings by the Joint Committee on 
Atomic Energy on proposed legislation to provide governmental in- 
demnity against reactor hazards. Specifically, the committee will 
consider H. R. 1981, introduced by Representative Price, and S. 715, 
introduced by Senator Anderson. These bills are identical with the 
committee bill reported out in the last session of Congress, with the 
addition of some minor changes which were adopted by the commit- 
tee as an amendment to the original committee bill. 

Extensive hearings were held in the last session on this proposed 
legislation, during which much of the basic ground was covered. I 
believe the most productive way to proceed in the current hearings 
is to avoid repetition of the matters which were adequately covered 
in the previous hearings and confine the discussion to changes in the 
proposed legislation which are considered necessary. In addition, the 
committee would like to receive information on matters which were 
inadequately touched upon in the last session, or were not covered at 
all. 

In particular, the committee believes it important to develop in- 
formation on private insurance rates and the type of coverage which 
will be available to various groups such as industry, educational i in- 
stitutions, and nonprofit research organizations. The committee is 
also looking forward to developing more definitive information on the 
pr obabilities of reactor accidents and possible extent of damage. I am 
glad to report, in this connection, that the committee has received over 
the weekend a comprehensive study on this matter which it had re- 
quested from the Atomic Energy Commission last summer. 

I might emphasize, at this point, that the chief reason the committee 
asked the Commission to make this study was to assist in setting the 
whole matter in better perspective. The committee has been con- 
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sciously aware of the concern expressed by some of our citizens re- 
garding the possible dangers involved in the operation of nuclear 
powerplants near some of our major cities. It was the view of some 
of the members that some of these potential dangers have tended to 
be overstated, and for this reason the committee felt it desirable to 
request last year that a comprehensive study be made by experts in 
the field to provide a firmer basis for our assumptions. Although 
I have not had time as yet to read the report in detail, I have gath- 
ered from quick perusal of its contents that the great majority of 
expert opinion feels that the chances of a major accident in nuclear 
powerplants are extremely remote. This is indeed encouraging news, 
as we are about to launch on a new era of nuclear-power generation. 

Closely allied to this problem is the question of public availability 
of reactor-safety reports and the matter of how much or what kind 
of research work is being done to minimize chances of accident. 
These are both matters which deserve major attention and ones which 
I hope will receive considerable discussion during the course of the 
hearings. 

Today we are starting off the hearings with a presentation by the 
Atomic Energy Commission. Industrial and other witnesses will 
follow, beginning tomorrow and extending through Thursday morn- 
ing. 

At this point I would like to insert in the record the committee’s 
letters of March 12 and 20 to the Commission regarding the Commis- 
sion’s presentation at the hearings, a copy of the committee’s an- 
nouncement of the hearings, and a copy of 8S. 715 (H. R. 1981) as re- 
ported out by the committee last session, including the committee 
amendments. I would also like to insert a copy of S. 1684 (H. R. 
6604) regarding the Advisory Committee on Reactor Safeguards, a 
copy of the statement made by Senator Anderson, and a letter from 
the executive director of the committee to witnesses requesting their 
comments on S. 1684. 

(The information referred to follows :) 


[No. 75, March 12, 1957, for immediate release] 


From the Office of the Joint Committee on Atomic Energy. 


The Joint Committee plans to hold public hearings the week of March 25 on 
proposed legislation providing for governmental indemnity against reactor haz- 
ards, it was announced today by the Committee Chairman Carl T. Durham, 
Democrat, of North Carolina. The committee is inviting representatives of 
the insurance industry, the plant operators, equipment manufacturers, and 
other interested organizations and persons to present their views on the pro- 
posed legislation and related matters. 

In announcing the scheduled hearings, Representative Durham stated: 

“Last session, the Joint Committee held extensive hearings on the proposed 
indemnity legislation and reported out a committee bill after lengthy discussion. 
I think the most productive approach this session would be to avoid discussing 
matters already covered adequately in previous hearings. Thus, we will try 
to confine discussion to changes in the proposed legislation which people be- 
lieve are necessary, and to develop information not available during the past 
hearings. 

“In the latter connection, the committee would like to receive information 
regarding private insurance rates and coverage on reactor projects which will 
be available to American industry, educational institutions, and research or- 
ganizations. The committee also wishes to receive more definitive informa- 
tion on the probabilities of reactor accidents and possible extent of damage, 
including a report on this subject requested from the Commission on July 6, 
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1956. Other matters relating to research on reactor hazards and the question 
of public availability of reactor-safety reports will be considered.” 

It is anticipated that the Atomic Energy Commission will lead off the hear- 
ings and that industrial and other witnesses will follow on successive days. 
The hearings should be about a week in duration, depending upon the number 
of witnesses who wish to testify. 

The question of radiation injuries to workers involving workmen’s compen- 
sation, and the problem of radioactive fallout, will be the subject of separate 
hearings by the committee, probably the first part of May. 

In view of the committee’s heavy schedule of hearings, it is hoped that as 
many as possible of those who wish to testify at the indemnity hearings will 
submit statements for the record, and that only those who believe it necessary 
to appear personally will do so. Further information may be obtained by con- 
tacting the committee staff in room F-88, the Capitol. 


CONGRESS OF THE UNITED STATES, 
Joint COMMITTEE ON ATOMIC ENERGY, 
Washington, D. C., March 12, 1957. 
Mr. Lewis L. STRAUSS, 
Chairman, Atomic Energy Commission, 
Washington, D.C. 


Dear Mr. Strauss: The Joint Committee plans to hold public hearings begin- 
ning March 25 on proposed legislation providing for governmental indemnity 
against reactor hazards. Representatives of the insurance industry, the plant 
operators, equipment manufacturers, and other interested organizations and 
persons are being invited to present their views on the proposed legislation and 
related matters. A copy of our press announcement is attached. 

It would be appreciated if you would make the necessary arrangements to have 
representatives of the Commission lead off the testimony on Monday, March 25. 
Industrial and other witnesses will follow on successive days. 

I anticipate that the hearings will be about a week in duration, depending 
upon the number of witnesses who wish to testify and on the time required in 
questions and discussion. 

With respect to our request for a study on potential damage which could 
be caused by reactor accidents, we have noted that you indicate in your March 
1 letter that it will not be possible to have the report ready by March 15, but 
that you will make every effort to have it ready by the earliest possible date 
thereafter. It would be extremely desirable, if not a necessity, that we have 
the report by March 22 in order to permit staff review over the weekend prior to 
the March 25 hearings.’ 

I think it would be helpful, as in the case of 202 hearings, if our staff could 
get together soon to discuss arrangements for the hearings and the general scope 
of the Commission’s testimony. 

Sincerely yours, 
Cart T. DURHAM, Chairman. 


[S. 715, Sith Cong., 1st sess. ] 


A BILL To amend the Atomic Energy Act of 1954, as amended, and for other purposes 


Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That section 2 of the Atomic Energy Act of 
1954, as amended, is amended by adding a new subsection to read as follows: 

“i. In order to protect the public and to encourage the development of the 
atomic energy industry, in the interest of the general welfare and of the 
common defense and security, the United States may make funds available 
for a portion of the damages suffered by the public from nuclear incidents, 
and may limit the liability of those persons liable for such losses.” 

Sec. 2. Subsection 53 e. (8) of the Atomic Energy Act of 1954, as amended, is 
amended to read as follows: 

“(8) except to this extent that the indemnification and limitation of lia- 
bility provisions of section 170 apply, the licensee will hold the United States 





1The Joint Committee is planning to reproduce the Report as a Committee Print. 
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and the Commission harmless from any damages resulting from the use or 
possession of special nuclear material by the licensee.” 
Sec. 3. Section 11 of the Atomic Energy Act of 1954, as amended, is amended 


by adding thereto the following new subsections, and redesignating the other 
subsections accordingly : 


“j. The term ‘financial protection’ means the ability to respond in damages 
for public liability.” 

“n. The term ‘licensed activity’ means an activity licensed pursuant to 
this Act.” 

“u. The term ‘public liability’ means any legal liability arising out of or 
resulting from a nuclear incident, except claims under State or Federal 
Workmen’s Compensation Acts of employees of persons indemnified who are 
employed in connection with the activity where the nuclear incident occurs, 
and except claims for damage to property of persons indemnified which is 
located at the site of and used in connection with the activity where the 
nuclear incident occurs.” 

“o. The term ‘nuclear incident’ means any occurrence within the United 
States causing bodily injury or death, or loss of or damage to property, or 
for loss of use of property arising out of or resulting from the radioactive, 
toxic, explosive, or other hazardous properties of source, special nuclear, or 
byproduct material.” 

“r. The term ‘person indemnified’ means the person with whom an in- 
demnity agreement is executed and any other person who may be liable.” 
Sec. 4. The Atomic Energy Act of 1954, as amended, is amended by adding 


thereto a new section, with the appropriate amendment to the table of contents: 
“Sec. 170. INDEMNIFICATION AND LIMITATION OF LIABILITY.— 





“a. Each license issued under section 103 or 104 and each construction 
permit issued under section 185 shall, and each license issued under sections 
53, 63, or 81 may, have as a condition of the license a requirement that the 
licensee have financial protection of such type and in such amounts as the 
Commission shall require in accordance with subsection 170 b. to cover public 
liability claims. Such financial protection may include private insurance, 
private contractual indemnities, self insurance, other proof of financial 
responsibility, or a combination of such measures. Whenever such financial 
protection is required, it shall be a further condition of the license that the 
licensee execute and maintain an indemnification agreement in accordance 
with subsection 170 c. The Commission may require, as a further condition 
of issuing a license, that an applicant waive any immunity from public 
liability conferred by Federal or State law. 

“b. The amount of financial protection required shall not exceed the 
amount of liability insurance available from private sources. The Com- 
mission shall establish criteria in writing for the determination of the 
amount of financial protection to be required, taking into consideration such 
factors as the following: (1) the cost and terms of private insurance, (2) 
the type, size, and location of the licensed activity and other factors per- 
taining to hazard, and (3) the nature and purpose of the licensed activity. 

“ce, The Commission shall, with respect to licenses issued between August 
30, 1954, and August 1, 1966, for which it requires financial protection, agree 
to indemnify and hold harmless the licensee and other persons indemnified 
(other than a Government agency), as their interest may appear, from pub- 
lie liability arising from nuclear incidents which is in excess of the amount 
of financial protection required in the amount of $500,000,000 in the aggre- 
gate for all persons indemnified in connection with each nuclear incident. 
Such a contract of indemnification shall cover public liability arising out 
of or in connection with the licensed activity. 

“d. In addition to any other authority the Commission may have, the Com- 
mission is authorized until August 1, 1966, to enter into agreements of 
indemnification with its contractors for the construction or operation of 
production or utilization facilities or research and development plants for 
the benefit of the United States. In such agreements of indemnification the 
Commission may require its contractor to provide financial protection of 
such a type and in such amounts as the Commission shall determine to be 
appropriate to cover public liability arising out of or in connection with the 
contractual activity, and shall indemnify the persons indemnified against 
such claims above the amount of the financial protection required, in the 
amount of $500,000,000 in the aggregate for all persons indemnified in con- 
nection with such contract and for each nuclear incident. The provisions 
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of this subsection may be applicable to lump sum as well as cost type contracts 
and to contracts and projects, financed in whole or in part by the Commission. 

“e, The aggregate liability for a single nuclear incident of persons indem- 
nified shall not exceed the sum of $500,000,000 together with the amount of 
financial protection required and any other sums which may be made avail- 
able by the Congress as additional indemnification. The Commission or any 
person indemnified may apply to the appropriate district court of the United 
States having venue in bankruptcy matters over the location of the nuclear 
incident, and upon a showing that the public liability from a single nuclear 
incident will probably exceed the limit of liability imposed by this section 
shall be entitled to such orders as may be appropriate for enforcement of 
the provisions of this section, including an order limiting the liability of the 
persons indemnified, orders staying the payment of claims and the execution 
of court judgments, orders apportioning the payments to be made to claim- 
ants, orders permitting partial payments to be made before final determi- 
nation of the total claims, and an order setting aside a part of the funds 
available for possible latent injuries not discovered until a later time. 

“f. The Commission is authorized to collect a fee from all persons with 
whom an indemnification agreement is executed under this section. This fee 
shall be $30 per year per thousand kilowatts of thermal energy capacity for 
facilities licensed under section 103. For facilities licensed under section 104, 
and for construction permits under section 185, the Commission is authorized 
to reduce the fee set forth above. The Commission shall establish criteria 
in writing for determination of the fee for facilities licensed under section 
104, taking into consideration such factors as (1) the type, size, and location 
of facility involved, and other factors pertaining to hazard, and (2) the 
nature and purpose of the facility. For other licenses, the Commission shall 
collect such nominal fees as it deems appropriate. 

“g. In administering the provisions of this section, the Commission shall 
use, to the maximum extent practicable, the facilities and services of private 
insurance companies and insurance adjustment organizations, and the 
Commission may contract to pay a reasonable compensation for such services. 
Any contract made under the provisions of this subsection may be made 
without regard to the provisions of section 3709 of the Revised Statutes, as 
amended, upon a showing by the Commission that advertising is not reason- 
ably practicable, and advance payments may be made. 

“h. The agreement of indemnification may contain such terms as the 
Commission deems appropriate to carry out the purposes of this section, 
Such agreement shall provide that, when the Commission makes a deter- 
mination that the United States will probably be required to make indemnity 
payments under this section, the Commission shall collaborate with any 
person indemnified and may approve the payment of any claim under the 
agreement of indemnification, appear through the Attorney General on behalf 
of the person indemnified, take charge of such action, and settle or defend 
any such action. The Commission shall have final authority on behalf of 
the United States to settle or approve the settlement of any such claim on 
a fair and reasonabie basis with due regard for the purposes of this Act. 
Such settlement may include reasonable expenses in connection with the 
claim incurred by the person indemnified. 

“i. After any nuclear incident which will probably require payments by 
the United States under this section, the Commission shall make a survey 
of the causes and extent of damage which shall forthwith be reported to the 
Joint Committee. Except as forbidden by the provisions of chapter 12 of 
this Act or any other law or Executive order, such reports shall also be 
made available to the public, to the parties involved and to the courts. The 
Commission shall report to the Joint Committee by April 1, 1957, and every 
three years thereafter on the operations under this section. 

‘“j. In administering the provisions of this section, the Commission may 
make contracts in advance of appropriations and incur obligations without 
regard to section 3679 of the Revised Statutes, as amended. Any appropria- 
tions presently or hereafter made available to the Commission shall be 
available for the payment of obligations under indemnity agreements en- 
tered into under this section. There are hereby authorized to be appro- 
priated $50 million to be available for emergency use by the Commission 
upon certification by the Commission to the Secretary of the Treasury that 
a nuclear incident has occurred which may require payment by the Commis- 
sion out of these funds pursuant to the provisions of this section.” 
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CONGRESS OF THE UNITED STATES, 
Joint COMMITTEE ON ATOMIC ENERGY, 
March 20, 1957. 
Mr. K. E. FIELbDs, 
General Manager, United States Atomic Hnergy Commission, 
Washington, D.C. 

DEAR Mr. Frevps: This will confirm discussions at the meeting in which Messrs. 
Price, Mitchell, and LaPlante participated with representatives of the staff of 
the Joint Committee on March 19, concerning the arrangements and scope of the 
Commission’s presentation at the indemnity hearings. 

Mr. Mitchell indicated that the Commission intended to present its views on 
the Anderson-Price bills, together with some narrative discussions on the prob- 
abilities of reactor accidents and extent of possible damage. He further indicated 
that the Commission testimony would include comments on means of handling 
indemnity or insurance for American equipment firms who manufacture reactors 
for operation abroad in response to our letter of March 7, 1957. 

Mr. Price indicated that it was not clear whether the Commission would be able 
to submit its report on the probabilities of reactor hazards and extent of damage 
by Friday, March 22, as requested in our letter of March 12. 

I indicated that in line with our letter, it would be helpful if the Commission 
was prepared to testify on the following additional matters: 

1. The rates, terms, and coverage of private insurance for reactor hazards. 

2. A description of AEC research projects on reactor hazards. 

8. Comments on the desirability of the public availability of Reactor Safe- 
guard Committee reports on power reactors. 

4. Information and comments on the status of AEC regulations or policies 
which would establish criteria or factors as to the location and other safety 
arrangements with respect to reactor hazards. 

There undoubtedly will be other matters relating to the indemnity problem 
that various members of the committee will want to raise during the Commission 
presentation on Monday, March 25. 

Sincerely yours, 

JAMES T. RAMey, Executive Director. 


{S. 1684, 85th Cong., 1st sess.] 


A BILL To amend the Atomic Energy Act of 1954, as amended, with respect to procedures 
on applications for facility licenses, and for other purposes 


Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That the Atomic Energy Act of 1954, as 
amended, is amended by adding thereto a new section, making the appropriate 
amendment to the Table of Contents, as follows: 

“Sec. 29. CoMMITTEE ON REACTOR SAFEGUARDS.—There is hereby established a 
Committee on Reactor Safeguards consisting of a maximum of fifteen members 
appointed by the Commission for terms of four years each. The Committee 
shall review safety studies and facility license applications referred to it and 
shall make reports thereon, shall advise the Commission with regard to the 
hazards of proposed or existing reactor facilities and the adequacy of proposed 
reactor safety standards, and shall perform such other duties as the Commis- 
sion may request. One member shall be designated by the Committee as its 
Chairman. The members of the Committee shall receive a per diem compen- 
sation for each day spent in meetings or conferences, and all members shall 
receive their necessary traveling or other expenses while engaged in the work 
of the Committee. The provisions of section 163 shall be applicable to the 
Committee.” 

Sec. 2. The Atomic Energy Act of 1954, as amended, is amended by adding 
thereto a new subsection 182 d., as follows: 

“The Committee on Reactor Safeguards shall review each application under 
section 103 or 104 b. for a license for a facility, any application under section 
104 c. for a testing facility, and any application under section 104 a. or ¢. spe- 
cifically referred to it by the Commission, and shall submit a report thereon, 
which shall be made part of the record of the application and available to the 
public, except to the extent that security classification prevents disclosure.” 

Sec. 8. The Atomic Energy Act of 1954, as amended, is amended by adding the 
following sentence at the end of section 189 a.: ‘““The Commission shall hold a 
hearing after thirty days notice and publication once in the Federal Register 
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on each application under section 103 and 104 b. for a license for a facility, and 
on any application under section 104 ¢. for a license for a testing facility.” 


STATEMENT BY SENATOR ANDERSON, IN THE UNITED States SENATE, Marcw 21, 1957, 
oN Bini To ESTABLISH REACTOR SAFEGUARDS COMMITTEE AND REQUIRE PUBLIC 
Reports AND PUBLIC HEARINGS 


It is my privilege to introduce a bill to amend the Atomic Energy Act of 1954 
to require that the AKC shall follow certain important procedures in connec- 
tion with applications for construction permits or licenses to operate nuclear 
reactors. These procedures are intended to help increase public knowledge of 
reactor safety problems and control, and also to help assure fair and impartial 
administrative actions on applications. 

Section 1 of the bill formally establishes a Committee on Reactor Safeguards 
to be named by the Atemic Energy Commission. ‘This committee is now in 
existence as an advisory group to the AEC, and is composed of a number of out- 
standing experts and scientists. It is hoped that we will be able to obtain addi- 
tional public benefits from their valued counsel and advice. Section 2 therefore 
requires that the Reactor Safeguards Committee shall review certain reactor 
applications and that its reports shall be made available to the public except 
to the extent that security classification prevents disclosure. Section 3 of the bill 
then requires that the Atomic Energy Commission shall hold a hearing, after 
30 days’ notice, on applications for permits or licenses for construction and opera- 
tion of certain types of reactors. 

The bill proposes to require public reports by the Reactor Safeguards (‘om- 
mittee as well as public hearings on applications to construct and operate most 
power and testing reactors, but it leaves to the AKC flexibility as to procedures 
on applications to construct and operate research reactors. 

Last summer I directed the staff of the Joint Committee on Atomic Energy 
to undertake a study of AEC procedures and organization in the licensing of 
reactor facilities. This bill represents my own views as to what is needed 
at this time insofar as new licensing procedures are concerned. I am still 
studying the organizational questions and I hope to introduce another bill on 
this subject sometime this session. 

The AEC has had an excellent safety record in the past, but I believe that we 
should take every possible step to protect the health and safety of the public in 
the future as more reactors are constructed and operated throughout our coun- 
try. We should strive to prevent through every possible means the occurrence of 
an atomic catastrophe which could cause widespread damage and set the atomic- 
energy program back many years. We should establish procedures which are 
open to all, with a maximum of information disseminated as to the hazards and 
safety of each proposed design of a reactor, and as to the administrative con- 
siderations and actions taken on each application. The public has a substan- 
tinal investment in the atomic-energy program and has a right to know and 
analyze the steps being followed by administrative officials. 

When the Atomic Energy Act was amended 3 years ago, I made the following 
statement on the floor of the Senate on July 14, 1954, expressing my opinion as 
to the advisability of public hearings on reactor license applications: 

“* * * But because I feel so strongly that nuclear energy is probably the most 
important thing we are dealing with in our industrial life today, I wish to be 
sure that the Commission bas to do its business out of doors, so to speak, where 
everyone can see it. 

“Although T have no doubt about the ability and integrity of the members of the 
Commission, I simply wish to be sure they have to move where everyone can see 
every step they take; and if they are to grant a license in this very important 
tield, where monopoly could so easily be possible, I think a hearing should be re- 
quired and a formal record should be made regarding all aspects, including the 
public aspects.” 

Almost 3 years have now passed and I believe my words of 1954 are still 
applicable. Perhaps I should reiterate again, however, that this bill is not 
intended as a criticism of the Commission staff, nor of course, of the members of 
the Advisory Committee on Reactor Safeguards. The Advisory Committee, so 
far as I know, is a group which holds and deserves public respect, and its advice 
is eagerly sought by many people, including members of the insurance industry 
who are becoming aware of atomic energy hazards problems. Similarly, the AEC 
staff has worked hard and well with industrial applicants, has cut redtape and 
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administrative delay, and is a conscientious and technically able group. I mean 
no reflection on their abilities or integrities by this bill, and I hope, that I am 
understood on that point. I believe that the increased workload would not handi- 
cap the effectiveness of either the Advisory Committee or the AEC staff, and I 
further believe the public importance of these more formalized procedures war- 
rants their adoption. Of course, we shall welcome comments on the bill. 


CONGRESS OF THE UNITED STATES, 
JOINT COMMITTEE ON ATOMIC ENERGY, 
March 22, 1957. 
DEAR MR, ________--_: Enclosed is a copy of S. 1684, 85th Congress, 1st session, 
introduced by Senator Anderson yesterday, and also a copy of a statement by 
Senator Anderson at the time he introduced the bill, as copied from page 3616 
of the Congressional Record of March 21, 1957 
Senator Anderson has asked the staff to distribute the bill and statement to 
you. He indicated that he would appreciate any comments which you might 
have on the bill during your appearance before the joint committee next week. 
Sincerely yours, 
James T. Ramey. Precutive Director. 
The Cuarmman. Mr. Strauss, I am glad to welcome you, the other 
members of the Commission, and your principal advisers, back to the 
committee. This indemnity bill is a matter of great interest to all of 
us, and we look forward to receiving your views on it. It is under- 
stood that your statement was revised over the weekend, so the mem- 
bers and staff have not had an opportunity to analyze it in advance. 
Would you proceed, please ? 


STATEMENTS OF LEWIS L. STRAUSS, CHAIRMAN; DR. W. F. LIBBY, 
COMMISSIONER; HAROLD S. VANCE, COMMISSIONER; THOMAS E. 
MURRAY, COMMISSIONER; K. E. FIELDS, GENERAL MANAGER; 
WILLIAM MITCHELL, GENERAL COUNSEL; HAROLD L. PRICE, 
DIRECTOR, DIVISION OF CIVILIAN APPLICATIONS; AND W. KEN- 
NETH DAVIS, DIRECTOR, DIVISION OF REACTOR DEVELOP- 
MENT, UNITED STATES ATOMIC ENERGY COMMISSION 


Mr. Srravss. Thank you. Mr. Chairman and members of the com- 
mittee, we are pleased to be here this morning, because we hope that 
your committee is nearing the solution of one of our principal prob- 
lems involved in the rapid | development of nuclear power in the United 
States. 

The bills which you have under consideration—that is to say, S. 
715 and H. R. 1981—offer a practical approach to the necessity of 
providing adequate protection against liability arising from atomic 
hazards, as well as a sound basis for compensating the ‘public for any 
possible injury or damage arising from such hazards. 

The committee bill reflects the energy, skill, and long-range view- 
point that have characterized the efforts of your committee, the 
atomic-energy industry, and the insurance industry to reach a work- 
able solution to what admittedly is a difficult matter. The Commis- 
sion has, of course, given long and detailed study to the problem. 

The Commission shares the hope of the committee and industry 
that congressional action on the legislation may be completed early 
in this session of the Congress, so that the United States m: iy move 
forward, at an ace elerated | pace, toward our goal of economical, com- 
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petitive, and safe nuclear power. No single thing that your com- 
mittee might do could contribute so greatly to the acceleration of 
nuclear-power development in the U mited States as would early and 
favorable action on this subject. 

As I have said, the Commission has been studying the indemnity 
problem continuously since the adjustment of the ‘last session of Con- 
gress. It has considered the constructive opinions of representatives 
of the atomic-energy industry and the substantial progress made by 
the insurance industr y in providing coverage against atomic hazards. 

Also, the C ommission has studied the two identical bills introduced 
and, for convenience, I shall refer 
to the Senate version, S. 715—as alternative means of providing sup- 
plemental liability protection by the Government. You will recall 
that the Commission approach to the problem embodied in H. R. 
11242, of the last session of Congress, differed somewhat from the 
provisions of the present committee bill, which is substantially the 
same as the bill reported out by the committee last year. 

The Commission testified that if Congress decided that the type 
of program incorporated in S, 3928, which was essentially that re- 
ported by the committee, was prefer: able to that proposed by the 
Commission, we would be content, since we believed that such a pro- 
gram was a workable one. 

From the testimony in last year’s hearing, it appears that both the 
atomic-energy industry and the insurance companies would prefer 
the type of legislation provided in S. 715. 

The advocacy of the atomic-energy industry for protection against 
liability certainly has not lessened since last year. Indications sup- 
porting this conclusion can be found in the statements made by mem- 
bers of the industry at a meeting of the Atomic Industrial Forum on 
this subject on January 22, by the forum’s report on financial protec- 
tion against atomic hazards, by a poll which indicated that lack of 
adequate protection against liability was a major obstacle to atomic- 
energy development, and by the consensus expressed at the recent 
meeting of the American Management Association. 

The Commission’s continuing discussions with the insurance or- 
ganizations do not indicate any significant change in the private re- 
sources available to provide for coverage by individual companies. 
We understand that these organizations are now prepared to issue 
policies. The amounts of coverage available are approximately the 
same as the estimates of last year—in excess of $50 million per policy 
for property insurance on nuclear-energy facilities and a similar 
amount for public liability. 

However, those who are engaged in or who are considering activi- 
ties involving use of reactors, and the supply of components and serv- 
ices for them, know that additional protection against liability in 
excess of the available insurance coverage is necessary. 

The approach embodied in the committee bill, S. 715, has merit 
particularly with respect to elimination of possible gaps in the avail- 
ability of compensation to the public for injury and damage. The 
Commission wishes to propose some changes and clarification in lan- 
guage which it considers important and which it believes will improve 
certain provisions of the proposed legislation. 
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Basically, the Commission believes that the approach presented in 
S. 715 is practical. It also believes that consideration of the Com- 
mission’s recommendations with respect to S. 715 would not delay 
unduly the final per fecting of the legislation. 

As part of the Commission’s ; testimony, we are submitting for the 
record a study of the possible consequences in terms of injury to per- 
sons and damage to property if certain hypothetical accidents should 
occur in a ty pical large nuclear-power reactor. 

A large team of individuals prominent in the sciences and engineer- 
ing spec ‘ialists participated in this study. 

T am happy to report that the experts all agree that the chances 
that major accidents might occur are exc eedingly small. 

This study is a part of the Commission's continuing effort on a 
broad front to understand and resolve this problem of possible reactor 
hazards so that we may proceed with an expanding atomic-energy 
industry with full confidence that there will be few reactor accidents 
and that such as do occur would have only minor consequences. This 
effort and the work of translating the results into affirmative, con- 
erete safeguards for protection of the public is, of course, our contin- 
uing responsibilty. 

Since the beginning of the reactor program the experts and the 
Congress and the public and the Commission have all been concerned 
with the possible causes and the possible magnitude of damage from 
reactor runaways, and with means of prevention. The subject com- 
manded four sessions of the International Conference on the Peaceful 
Uses of Atomic Energy in Geneva 18 months ago, which, as you will 
recall, we initiated. “In May of last year, Dr. Libby presented to 
your committee some estimates of the possible extent of harm and 
damage should a major accident occur. 

The current study has taken the form in which it is now presented 
to you as a means of responding to the committee’s specific request of 
last July 6. To produce such a study, it was necessary to stretch pos- 
sibility far out toward its extreme limits. Some of the worst possible 
combinations of circumstances that might conceivably occur were 
conjoined in the hypotheses in order that we might assess their con- 
sequences. The study, therefore, ought to be regarded as an estima- 
tion of the consequences of unlikely, though imaginable, combina- 
tions of failure and error and weather conditions: it is not in any 
sense a prediction of any future condition. 

It has been a difficult study to make. Fortunately, there has been 
little reactor accident experience upon which to base estimates. Nu- 
clear reactors have been operated in the United States since Decem- 
ber 2, 1942, with a safety record better than that of other industry 
More than 100 reactor years of regular operating experience have 
been accumulated, including experience with reactors of high power 
and large inventories of fission products, without a single personal 
injury and no significant deposition of radioactivity outside of the 
plant area. There have been a few accidents with research reactor 
installations as contrasted with the perfect record of safety of the 
regularly operating reactors. But even these accidents with research 
and experimental reactors did not affect the public. 

This record which shows that safe operation can be achieved is due 
to skillful design, careful construction, and competent operation. 
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Looking to the future, the principle on which we have based our 
criteria for licensing nuclear power reactors, is that we will require 
multiple lines of defense against accidents which might release fission 
products from the facility. Only by means of highly unlikely com- 
binations of mechanical and human failures could such releases oc- 
cur. Furthermore, the Government and industry are investing heav- 
ily in studies to learn more about the principles of safe reactor 
design and operation. ; 

Establishing hypothetical circumstances under which harm and 
damage could occur, and arriving at estimations of the theoretical 
extent of the consequences, proved a complex task. 

To make the study, we enlisted the services of a group of scientists 
and engineers of the Brookhaven National Laboratory and of an- 
other group of experts to serve as a steering committee. Through 
recent months these men have met with many additional expert ad- 
visers to test out judgments on the estimate arrived at. 

We are not aware of such a study having been undertaken for 
any other industry. I venture to say that if a similar study were 
to be made for certain other industries, with the same free rein to 
imagination, we might be startled to learn what the consequences of 
conceivable major catastrophic accidents in those other industries 
could be. The actual safety experience of these industries stands on 
the record in marked contrast. 

Remembering that this study analyzes theoretical consequences and 
possibilities of reactor accidents, we might note the judgments pre- 
sented are, (1) possible consequences of major accidents and, (2) the 
probability of occurrences of any major reactor accident. 

The portion of the study dealing with consequence of theoretical 
accidents started with the assumption of a typical power reactor of 
500,000 kilowatts thermal power in a characteristic power-reactor 
location. Accidents were postulated to occur not immediately but 
after 180 days of operation, when essentially full fission product inven- 
tories had been built up. 

Three types of accidents which could cause serious public damages 
were assumed. Pessimistic (higher hazard) values were chosen for 
numerical estimates of many of the uncertain factors influencing the 
final magnitude of the estimated damages. It is believed that these 
theoretical estimates are greater than the damages that would occur 
even in the unlikely event of such accidents. 

For the 3 types of assumed accidents, the theoretical estimates indi- 
sated that personal damage might range from a lower limit of none 
injured or killed to an wpper limit, in the worst case, of about 3,400 
killed and about 43,000 injured. 

If there were 100 large power reactors operating in the United 
States, the most pessimistic of the probabilities quoted above lead to 
the estimate that there would be less than 1 chance in 50 million of 
getting killed in any year in a reactor accident. By comparison, 
there is presently about 1 chance in 5,000 of getting killed in any year 
by an automobile accident. 

Hypothetical property damages range from a lower limit of about 
one-half million dollars to an upper limit in the worst imaginable 
case of about $7 billion. This latter figure is largely due to assumed 
contamination of land with fission products. 


91250—57——_-2 
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Now let us turn to the judgment of experts on the probability of 
accidents. Some experts held that numerical estimates of a quantity 
so vague and uncertain as the likelihood of occurrence of major reactor 
accidents have no meaning. They declined to express their feeling 
about this probability in numbers. Others, though admitting similar 
uncertainty, nevertheless ventured to express their opinions in numeri- 
cal terms. Estimations so expressed of the probability of major 
reactor accidents having major effect on the public ranged from 1 
chance in 100,000 per year to 1 in a billion per year for such acci- 
dents for each large reactor. How ever, whether numerically expressed 
or not, there was no disagreement in the opinion that the probability 

of major reactor accidents is exceedingly low. 

It occurs to me that we might here state some of the reasons for 
this belief. 

First, industry and Government are determined to maintain safety 
and to protect the health and property of the public from nuclear 
hazards. The Congress has authorized, and the Commission is carry- 
ing out a program of close and careful regulation and inspection. 
Thus, the potential hazard of this industry has been recognized in 
advance of its development and brought under a strict system of safety 
control. This has been done before the occurrence of accidents which 
in other fields have marked the birth of new industries and have 
subsequently led to adoption of measures for their control after the 
fact. 

Secondiy, the challenge of this new and important venture in man’s 
application of the forces of nature has attracted able and energetic 
men into the wrok of assuring safe design and operation. 

In the third place, multimillion dollar efforts in research and de- 
velopment, both public and private, are directed toward identifying 
and solving safety problems. We know of no other industry where so 
much effort has been and is being spent on the definition and solution 
of safety problems. 

Fourthly, the cost to the industry and Government of reactor acci- 
dents, even of a minor nature, would be very high. Self-interest, 
therefore, as well as public interest, dictates avoidance of accidents. 

To sum up, the report affirms that a major reactor accident is ex- 
tremely unlikely. As I stated earlier, to reduce the matter of assumed 
hazards to comparative members, by taking the most pessimistic as- 
sumptions used and applying them to a case of 100 power reactors in 
operation in the United States, the chances of a person being killed 
in any one year by a reactor accident would be less than ‘1 in 50 
million. By contrast, the present odds of being killed in any one year 
by an automobile accident in the United States stand at about 1 
to 5,000. 

For the Atomic Energy Commission, let me say that the report 
serves to identify areas w ‘here continued research and dev elopment are 
needed, and areas where emphasis is needed in the further develop- 
ment of our regulatory program. It gives renewed emphasis to our 
belief that our research and development and our regulatory program 
in the nuclear power field must continue with vigor to the end that 
the conceivable catastrophe shall never happen. We are determined 
to do what is humanly possible to see that it shall not. 

In order that nuclear power development may proceed at the pace 
that is possible only if American industrial ingenuity and energy are 
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devoted to its full scale, it is important that indemnity legislation to 

safeguard against even the small contingency of a reactor accident be 
passed at this session of the C ongress. Public will and public con- 
fidence would be strengthen by this protection. Accumulated cap- 
ital—representing the prudence e and the thrift of millions of our fel- 
low citizens of large and small resources—will continue to flow into 
this new field of human invention and accomplishment. 

In the course of time, with the depletion of our other sources of 
energy, we must in any case rely upon the development of atomic 
energy. The way to learn to control it is to live with it with care, in- 
telligenc e, with respect for its dangers, as well as its inevitable use- 
fulness, just as man has learned to live with fire. 

Aside from the subject of this legislation to provide indemnity for 
nuclear incidents occurring in the United States, the committee has 
also requested that we comment on the problem of products liability 
of manufacturers of production or utilization facilities or components 
thereof exported for use in other countries. In particular, we were 
asked to comment on the resolution of this problem through an 
international convention, which might include a pooled fund to pro- 
vide indemnity in such cases. Since the United States will be one of 
the principal exporting countries, this problem is of particular 
concern to American industry. 

There is some precedent for such an approach as that suggested in 
maritime law and in the Warsaw Convention dealing with the lia- 
bility of international civil aviation operations. The principal dif- 
ferences with respect - the nuclear field are perhaps (1) the fixed 
situs of most nuclear facilities, not obviously nuclear-powered ships, 
whereas the other examples deal with transportation, (2) the lability 
in the nuclear field being primarily for injury to the general public 
or damage to its property 1 rather than for injury to passengers or 
damage to goods being transported, (3) the remote possibility of 
very much larger potential damage in the nuclear field, and (4) the 
lac k of acc ident experience in the nuclear field. compared with suffi- 
cient experience in the others to provide some basis for establishing 
frequency and severity probabilities. 

The international liability problem includes many complexities 
which are not present in the domestic problem. Some of these are: 

(1) The extent to which limitation of lability should apply, as 
compared with indemnification. 

2) The extent to which insurance against this liability can be made 
available. 

(3) The means of building up an indemnity fund, whether by sub- 
scription of member countries in some ratio similar to that used in 
providing capital for the International Bank, or payments based on 
volume by exporting countries or by importing countries, or some 
combination of these or other methods. 

(4) The size of the fund to be established, and its adequacy for 
protection of the public. 

(5) The organization to administer such a fund and process claims 
made against it. 

(6) ‘Accommodation of such an international convention to the 
domestic laws of the nations involved. We understand some other 
nations already have taken steps to limit liability arising from nu- 
clear incidents. 
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(7) The w illingness, for this and other reasons, of at least some of 
the nations engaged in international trade in nuclear facilities to 
enter into such convention. 

These are probably but a few of the many difficult facets that fur- 
ther study and analysis of this problem w ould disclose. We believe, 
however, that the international convention is a promising approach 
to a vesatabhions of the problem. It will obviously take some time to 
work out. The Commission plans, therefore, to expedite considera- 
tion of it in collaboration with other appropriate agencies. 

The committee also noted that another possible solution could be 
to arrange for indemnities under our bilateral agreements for cooper- 
ation. On the basis of our study this far the Commission has reser- 
vations regarding the desirability of this approach. It would re- 
quire a cooperating country, as a condition to receiving the benefits 
offered by our Atoms for Peace program, to undertake the indemnifi- 
cation of private American capital. Perhaps rather than encourag- 
ing the sale of American reactors abroad, such a procedure might 
have the reverse effect. We are continuing to study this suggestion, 
however. 

Mr. Harold L. Price, Director of the Commission’s Division of 
Civilian Application, will with your permission outline the changes 
to S. 715 which, in the opinion of the Commission, would make the 
os iewy legislation more consistent with the terms of the proposed 

iability insurance and provide for better administration. 

May Mr. Price present his statement 

The Cuatrman. Mr. Price may proceed, and then we will probably 
like to ask some questions after we hear his testimony. 

Senator Anperson. He has a prepared statement ? 

Mr. Price. Yes, sir; I do, Senator Anderson. 

Senator Anprrson. You know the rule under the Reorganization 
Act about submitting it in advance. Have you done that? 

Mr. Price. It was submitted this morning, sir. 

Senator Anperson. It is not exactly an answer is it? That is 
not in conformity with the requirements. I think this is a technical 
matter and people would like to have had a chance to study it. When 
did you have it ready ? 

Mr. Price. Sir, I had it ready yesterday, that is, the final revision 
of it. It was approved by the Commission last week. 

Senator Anperson. How long have you known that this hearing 
was going to be held? 

Mr. Price. We have known about 2 weeks, I believe, Senator 
Anderson. 

Senator Anperson. Longer than that; nearly a month. 

Mr. Price. It could be. I have forgotten the date. I would have 
to check it. I believe it was something like 2 or 3 weeks. 

The CuatrmMan. Try to get them to us hereafter at least 3 or 4 days 
ahead of time if it is not too much inconvenience and not too much 
work. 

Mr. Price. Yes, sir; we tried. We just missed it. 

The CHarrMAn. We would like to read them over before the hearing. 

Mr. Srravss. I think the blame for this is mine, Mr. Chairman. 
My statement was introductory to Mr. Price’s statement. My state- 
ment unfortunately could not be completed until yesterday, because 
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I was in Bermuda. It is undoubtedly for that reason, and not because 
of any discourtesy to the committee on Mr. Price’s part, that his state- 
ment was not submitted earlier. 

The CuarrMan. Mr, Price, you may proceed. 


Mr. Price. Mr. Chairman, I merely would propose, with your per- 
mission, to outline the revisions which the Commission recommends 


in S. 715. 
(Followi ing is a redraft of S. 715 and H. R. 1981, proposed by the 
AEC, together with their analysis of the proposed redraft. ) 


UNITED STATES ATOMIC ENERGY COMMISSION 





. 715 anp H. R. 1981 


{Revisions to the Anderson bill (S. 715 and H. R. 1981) are shown by italicizing additions 
and striking through deletions] 


A BILL To amend the Atomic Energy Act of 1954, as amended, and for other purposes 


Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That section 2 of the Atomic Energy Act of 
1954, as amended, is amended by adding a new subsection to read as follows: 

“j. In order to protect the public and to encourage the development of the 
atomic energy industry, in the interest of the general welfare and of the common 
edefense and security, the United States may make funds available for # pertie 
nf the damages suffered by the public from nuclear incidents, and may limit the 
liability of those persons liable for such losses.” 

SEc, 2, Subsection 58e (8) of the Atomic Energy Act of 1954, as amended, is 
amended to read as follows: 

“(8) except to i- the extent that the indemnification and limitation of lia- 
bility provisions of section 170 apply, the licensee will hold the United States and 
the Commission harmless from any damages resulting from the use or possession 
of special nuclear material by the licensee.” 

Sec. 3. Section 11 of the Atomic Energy Act of 1954, as amended, is amended 
by adding thereto the following new subsections, and redesignating the other 
subsection accordingly : 

‘4. The term ‘financial protection’ means the ability to respond in damages 
tneluding costs of investigation, defense and settlement of claims for public liability, 
insofar as insurance is available from private sources of the United States market. 
Such financial protection may include private insurance, private contractual indem- 
nities, self insurance, other proof of financial responsibility, or a combination of such 
measures. 

“1, The terms ‘indemnity’ and ‘indemnification’ mean obligation to pay on behalf 
of the persons indemnified alli sums which the persons indemnified shall become 
legally obligated to pay as damages caused by a nuclear incident, including costs of 
investigation, defense and settlement of claims, and to pay the persons indemnified 
for damage to any of their property other than that located at the site of and used in 
connection with the licensed activity where the nuclear incident occurs.”’ 

‘““‘s. o. The term ‘licensed activity’ means @n setivity activities licensed pursuant 
to section 103, 104, or 58, or authorized by a construction permit issued pursuant to 
section 185, of this Act.”’ 

““e: p. The term ‘nuclear incident’ means any occurrence within the United 
States causing bodily injury, sickness or disease, including death resulting there- 

from, hereinafter called ‘bodily injury’; eo tess ef or damege physical injury to 
or destruction or radioactive contamination of property, et and fer loss of use of 
property so injured, destroyed or contaminated, and loss of use of property while 
evacuated by order of public authority because of possible contamination, hereinafter 
called ‘property damage’ arising out of or resulting from the radioactive, toxic, 
explosive, or other hazardous properties of source, special nuclear, or byproduct 
material.”’ 

“=; s. The term ‘person indemnified’ means the person with whom an indemnity 
agreement is executed and any other person who may be liable. 

“a: vy. The term ‘public liability’ means any legal liability arising out of or 
resulting from a nuclear incident, except claims under State or Federal Work- 
men’s Compensation Acts of employees of persons indemnified. +#+he are em- 
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plese te ehteetiet at tHe tetadie attieee the dele e doeddedt eee: tired 
extept ehtie fee ditties te prepeehe af peteotij treetittedd adttel ts deetetee|d te 
the ste of aed Hee Ht eoHHeetio# ath the dette aettere the dttelese Hicident 
eeetrs:”” 

Sec. 4. The Atomic Energy Act of 1954, as amended, is amended by adding 
thereto a new section, with the appropriate amendment to the table of contents: 

Sec. 170. Indemnification and Limitation of Liability. 

“a. At any time within ten years of the date of enactment of this section each 
license, except those issued for the export of production or utilization facilities under 
terms of an agreement for cooperation arranged pursuant to section 123, and those 
issued to an agency of the Federal Government issued under sections 103 and 104; 
and each construction permit issued under section 185; skeH+ and each license 
issued under section 53; 63 ef 8+ where the licensee is licensed to have in his pos- 
session sufficient quantities of materials to, constitute in accordance with criteria 
which the Commission shall establish in writing, a hazard involving potential wide- 
spread bodily injury to others than employees of the licensee or widespread property 
damage to property not controlled by the licensee from a nuclear incident; and each 
such license issued between August 30, 1954 and the date of enactment of this section, 
may shall have as a condition of the license a requirement that the licensee have 
and maintain financial protection of such type and in such amounts as the Coin- 
mission shall require in accordance with subsection 170b to cover public liability 
claims. Steh financial preteetion may inehide private instranee; privete eor- 
scaseees Sadeaaaittes, welt demenen: ether prost 6t Gnancial responsibility; oF a 
eombination of seh meastres: Whenever such financial protection is required, 
it shall be a further condition of the license that the licensee execute and maintain 
an indemnifiestion agreement for his indemnification by the Commission in accord- 
ance with subsection 170c. The Commission may require, as a further condition 
of issuing a license, that an applicant waive any immunity from public liability 
conferred by Federal or State law. 

“bh. The amount of financial protection required shall net exeeed be the amount 
of liability insurance available from private insurance sources of the United States 
market, except that Fhe the Commission she may establish a lesser amount on the 
basis of criteria set forth in writing, which it may from time to time revise, fer the 

ef the sett of dHtteiet preteetian te be reettited: taking into 
consideration such factors as the following: 44 +he eest and terms ef private 
insuraree;: (23 (1) the +#pe; size and location of the licensed activity and other 
factors pertaining to hazard, and 48} (2) the nature and purpose of the licensed 
activity. Where the amount of insurance coverage is reduced by reason of losses 
and expenses incurred and is not automatically reinstated the financial protection 
maintained by the licensee may be reduced below the amount required for a limited 
period or periods, at the discretion of the Commission pending reinstatement. 

“ec, The Commission shall, with respect to licenses for which it requires financial 
protection, agree +e indemnify and hold harmless the licensee and any owner, 
operator, user, manufacturer, designer or builder of any facility or any part thereof 
to which such license applies, and any supplier of equipment, material or services 

used by such licensed activity ether persons indemnified, (other than a Government 
egeney} as their interest may appear from public liability arising from nuclear 
incidents which is in excess of the amount of financial protection required, pro- 
vided, that such indemnification shall apply to all claims which may be made foi 
bodily injury or property damage which result from nuclear incidents occurring 
during the license period which are discovered and for which claims are filed sub- 
sequent to the period for which private insurance coverage is available; and shail also 
indemnify and hold harmiess any other persons indemnified from all public liability 
arising from nuclear incidents; provided further that the aggregate indemnity for 
all persons indemnified in connection with fer each nuclear incident shall not exceed 
$500,000,000. The Commission shall enter into s#eh a contract of indemnification 
with each of the above described licensees for which indemnity is provided which 
shall cover public liability arising out of or in connection with the licensed activity. 

“‘d. In addition to any other authority the Commission may have, the Com- 
mission is authorized until Aveust + 4966 ten years after the date of enactment of 
this section to enter into agreements of indemnification with its contractors for 
the construction or operation of production or utilization facilities, or researeh 
end development plants other activities involving possession of sufficient quantities 
of special nuclear materials to constitute a hazard involving potential widespread 
bodily injury to others than employees of the contractor or property damage to property 
not controlled by the contractor, for the benefit of the United States in such agree- 
ments of indemnification the Commission may require its contractor to provide 
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financial protection of such a type and in such amounts as the Commission shall 
determine to be appropriate to cover public liability arising out of or in connection 
with the contract activity and shall indemnify the persens indemnified contractors 
and any owner, operator, manufacturer, designer or builder of any facility or any 
part thereof involved in the execution of the contract, and any supplier of equipment, 
material or services used in work conducted under such contract. as their interest 
may appear, against such claims above the amount of the financial protection 
required, and any persons indemnified from all publie liability arisina from nuclear 
incidents in the amount of $500,000,000 in the aggregate for all persons indemni- 
fied in connection with such contract and for each nuclear incident. The provi- 
sions of this subsection may be applicable to lump sum as well as cost type 
contracts and to contracts and projects financed in whole or in part by the 
Commission. 

“e, The aggregate liability for a single nuclear incident of persons indemnified 
shall not exceed the sum of $500,000,000 together with the amount of financial 
protection required of the licensee or contractor and any other sums which may be 
made available by the Congress as additional indemnification. The Commission 
or any person indemnified may apply to the appropriate district court of the 
United States having venue in banrkuptcy matters over the location of the 
nuclear incident, and upon a showing that the public liability from a single 
nuclear incident will probably exceed the limit of liability imposed by this section, 
shall be entitled to such orders as may be appropriate for enforcement of the 
provisions of this section, including an order limiting the liability of the persons 
indemnified, orders staying the payment of claims and the execution of court 
judgments, orders apportioning the payments to be made to claimants, orders 
permitting partial payments to be made before final determination of the total 
claims, and an order setting aside a part of the funds available for possible latent 
injuries not discovered until a later time. 

“f. The Commission is authorized to collect nominal fees from all persons with 
whom an indemnification agreement is executed under this section. his These 
fees shall be $30 per vear per thousand kilowatts of thermal energy capacity for 
facilities licensed under sections 103 and 104. For freitities Heensed under see 
tien +04, end fer eorstrretion permits under seetion 185; the Commission is 
tttherned to pedtee the fee set ferch there Phe Gotttttssten shel estebtist 
ESOT tH EE bot elebetrttit tte: eet thie ediseeee te be petted] fot frellitifs Heese 
Hitder seetiet TH+. tte Hite eotstderition sted: fretets aa tt the te pe stee tte 
toertttete at te fredtite treebeed std ether freters perttintte te ted tte 
+5 the nature and pturpese of the feeitity: For indemnification agreements 
executed with persons licensed under sections 53 and 185 ether Heensees; the Com- 
mission shall collect such nominal fees as it deems appropriate. No fee under 
this subsection shail be less than $100 per year. 

“eg. In administering the provisions of this section, the Commission shall use, 
to the maximum extent practicable, the facilities and services of private insurance 
eompenies and insirarnee addistment organizations, and the Commission may 
contract to pay a reasonable compensation for such services. Any contract made 
under the provisions of this subsection may be made without regard to the pro- 
visions of section 3709 of the Revised Statutes, as amended, upon a showing by the 
Commission that advertising is not reasonably practicable, and advance payments 
may be made. 

‘“h. The agreement of indemnification may contain such terms as the Com- 
mission deems appropriate to carry out the purposes of this Act. Such agree- 
ment shall provide that, when the Commission makes a determination that the 
United States will probably be required to make indemnity payments under 
this section, the Commission shall collaborate with any person indemnified and 
may approve the payment of any claim under the agreement of indemnification, 
appear through the Attorney General on behalf of the person indemnified, take 
charge of such action, and settle or defend any such action. The Commission 
shall have final authority on behalf of the United States to settle or approve the 
settlement of any such claim on a fair and reasonable basis with due regard for 
the purposes of this Act. Such settlement shall include reasonable expenses in 
connection with the claim incurred by the person indemnified, provided, how- 
ever, that such action by the Commission shall not constitute an admission of 
liability on the part of the person indemnified. 

‘f, After any nuclear incident which will probably require payments by the 
United States under this section, the Commission shall make a survey of the 
causes and extent of damage which shall forthwith be reported to the Joint 
Committee. Except as forbidden by the provisions of chapter 12 of this Act 
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or any other law or executive order, such reports shall also be made available 
to the public, to the parties involved and to the courts. The Commission shall 
report to the Joint Committee by April 1, +964 1958 and every+three-years an- 
one thereafter on the operations under this section. 

In administering the provisions of this section, the Commission may make 
siemens in advance of appropriations and incur obligations without regard to 
section 3679 of the Revised Statutes, as amended. Any appropriations presently 
or hereafter made available to the Commission shall be available for the payment 
of obligations under indemnity agreements entered into under this section. 

are hereby authorised te be apprepriated $50,000,000 te be available for 


seerettee of the Presstee the a ptelese ttretdeit dts eeetered ahieh Hite Reet 
pryrent by the Commission out ef these finds pursuant te the provisions ef 
this -eetienr 





UNITED STATES ATOMIC ENERGY COMMISSION 


AN ANALYSIS OF PROPOSED INDEMNITY LEGISLATION (S. 715 AnD H. R. 1981), 
AS REDRAFTED 


The following sectional analysis discusses te other than editorial revisions, 
as proposed by the Commission of S. 715 and H. R. 1981. The parenthetical 
references are to the Atomic Energy Act as it would be amended. 


SECTION 1 


(See. 2i) The words “a portion of the” have been deleted since in some cases 
such as when the person liable was a trespasser, the Commission would assume 
all the risk up to $500,000,000. 


SECTION 3 


(See. 11j) The definition of “financial protection” has been broadened to cover 
costs of investigation, defense and settlement of claims. These costs could be 
very large, and are within the limits of coverage of the policy being developed for 
liability insurance. It has also been revised so as not to require financial 
protection in those areas where coverage is not available from private insurance 
sources (e. g., damage due to war, insurrection, rebellion, revolution, etc.), and 
to include descriptions of types of acceptable financial protection previously 
stated in sec. 170a. 

(Sec. 111) This is a proposed new section defining “indemnity” and indemnifica- 
tion,” so as to specify that these terms will cover costs associated with processing 
claims, as was provided for financial protection under sec. 11j; and will include 
compensation for damage to property of those indemnified other than that at the 
site of the licensed activity where the nuclear incident occurs. (See discussion 
of sec. 1l1v.) 

(See. 1lo) This definition has been revised to provide for plural activities 
under a single license, and to confine the scope to production and utilization 
facility and special nuclear material licenses and construction permits. (See 
discussion of sec. 170a. ) 

(See. 1lp) This section, which defines “nuclear incidents,” has been revised 
to spell out the meaning of bodily injury and property damage more precisely, 
so as to assure better consistency with the insurance coverage. 

(See. llv) The exceptions in 8. 715 from the definition of public liability of 
workmen’s compensation claims of employees of those indemnified working with 
the licensed activity, and claims for property used in connection with the activity, 
have been revised. 

The intent of the first exception is to permit indemnification of claims of 
employees of the licensee not working with the licensed activity. It would have 
the additional effect, however, of requiring that the financial protection cover 
such claims. The insurance syndicates plan to exclude from their liability 
coverage workmen’s compensation claims for which the insured may be held 
liable. The licensee will apparently, therefore, not be able to secure financial 
protection for such coverage through this type of insurance, but he will have 
coverage under workmen’s compensation insurance for all employees and no 
further protection appears to be riecessary. It is proposed, therefore, to extend 
the exception to all claims covered by workmen’s compensation. 
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The intent of the second exception is to provide indemnity for property of 
the licensee other than that used for the licensed activity. However, since the 
definition of public liability is based upon legal liability arising from a nuclear 
incident, and since no one is legally liable to himself, the exception would be 
meaningless. The liability insurance policy will not provide coverage for such 
property. Property insurance policies on property not used for the licensed 
activity will, in many cases, not provide coverage against radiation damage 
because capacity will not be available. A provision to provide indemnity 
coverage for such property has been include in section 111. 


SECTION 4 


(Sec. 170a) The principal revisions in this subsection are : 

1. Exclusion of requirement for financial protection and consequently 
provision of indemnity for export licensees since the indemnity would apply 
only to incidents occurring in the United States and operation of reactors in 
this country prior to export would be covered through issuance of separate 
operating licenses. 

2. Elimination of other Federal agencies from the bill. 8S. 715 does not 
exclude licenses for Federal agencies from the financial protection require- 
ment, but it does exclude indemnity for them. We believe it would be more 
consistent to eliminate them entirely from the provisions of the bill for the 
reasons which follow. Outside the Atomic Energy Commission, the other 
principal Government agency which is involved at this time in atomic-energy 
activities of the type covered by the bill is the Department of Defense. We 
understand that DOD is considering seeking expansion of their present au- 
thority to indemnify its contractors engaged in a variety of hazardous activi- 
ties, including atomic energy. It appears preferable that it be able to handle 
all of its indemnity problems within the same system. The Maritime 
Administration is, of course, actively engaged in a joint project with the 
Commission. The problem of liability of nuclear-powered merchant ships, 
since they will be operating outside of United States territory, is quite dif- 
ferent from those pertaining to operation of facilities within the United 
States. The AEC and the Maritime Administration have this matter under 
consideration and will present recommendations on this aspect of the problem 
if legislative action appears necessary. We believe other agencies engaged 
in atomic-energy activities of the type with which we are herein concerned 
should consider the approach contemplated by the Department of Defense. 

3. Confining indemnification to facilities and other licensed activities which 
involve operations constituting a possibility of widespread injury to and 
damage of the property of third parties. Principally, this situation exists 
only where there is the possibility of nuclear criticality. We, therefore, 
recommend that source and byproduct material licenses, and special nuclear 
material licenses which do not authorize possession or use of sufficient mate- 
rial to cause extensive third-party injury or damage, be excluded. General 
liability insurance available offers adequate protection for the licensed activi- 
ties which we recommend be excluded. On the other hand, we believe that 
financial protection should be mandatory rather than permissive for those 
special nuclear material licensees who are engaged in operations capable of 
resulting in extensive damage or injury. 

4. Provision that financial protection be maintained for the license period, 
as well as established at the time of licensing. 

5. Revision of the provision requiring licensees to enter into an indemni- 
fication agreement and to make clear that such agreements are for indemni- 
fication of the licensee by the Commission. 

(See. 170b) The principal revisions in this subsection: 

1. Change the wording at the beginning of the subsection concerned with 
the setting of the amount of financial protection to provide that this amount 
shall be the amount of insurance available, except that the Commission may 
authorize a lesser amount based on stated criteria. This revision recog- 
nizes the general policy of the Government not to provide services which 
are available from private industry, but authorizes exceptions which would 
take into consideration factors such as size and location. 

2. Provide that available insurance shall be that available on the United 
States market. It appears that the syndicates have secured reinsurance 
commitments of substantially all of that available from foreign insurance 
sources, 
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3. Eliminate the cost and terms of private insurance from the criteria. 
Determination of the amount of financial protection required should be 
based entirely on the nature and purpose of the activity and on factors 
pertaining to hazard. Inclusion of the criteria of cost and terms of insur- 
ance inevitably would put the Commission in the position of passing second 
judgment on premium rates which we feel is inappropriate because these 
rates are subject to approval by the appropriate state regulatory agencies. 

4. Eliminate “type’’ from the criteria. We believe that since all types of 
reactors are required through the licensing procedure to be designed so as to 
assure safe operation and to incorporate special features to control the 
hazards incident to each type of design, it is not consistent to apply a 
quantitative evaluation to various types. 

5. Provide that a temporary reduction in the required financial protec- 
tion may be authorized by the Commission in order to provide reasonable 
time for reinstatement of the full amount of insurance in cases where this 
amount has been reduced by payments made by the insurer. This provision 
is necessary because the insurance will not be reinstated automatically in 
such cases. 


(Sec. 170c) The principal revision in this subsection : 


1. Make clear that licensees and contractors and their suppliers are in- 
demnified above the amount of financial protection required, but that others 
indemnified are indemnified in full. S. 715 provides that all these parties 
are indemnified only above the amount of financial protection required, but 
the requirements in sections 170a and 170d of the bill apply only to the 
licensee and contractor. Insurance taken out by licensees and contractors 
to meet the financial protection requirement will also protect their sup- 
pliers, ete. However, others, indemnified, such as treaspassers, would not 
be indentifiable prior to an incident and, therefore, financial protection 
could not be required of them. It is felt that the only practical solution is 
to indemnify them in full. To do so will insure that there will be no gap 
in the compensation available to the public. 

2. Include users of a facility, such as those using radiation from spent 
fuel elements. 

3. Eliminate the exception of indemnity for Government agencies, in ac- 
cordance with item 2 in the above comments on section 170a. 

4. Provide indemnity for all claims filed after the end of the period for 
which insurance coverage is available. 

5. Clarify to specify that indemnity agreements would be executed only 
with licensees. Suppliers and others specifically enumerated in the sub- 
section can be issued certificates of indemnity if they request them, similar 
to certificates provided by the insurance industry. Others indemnified can- 
not be identified. (For further AEC views on sec. 170b and ec, see letter 
of April 10, 1957, p. 78.) 


(Sec. 170d) The principal changes in this section: 


1. Confine indemnification of contractors to nuclear incidents arising from 
construction or operation of production and utilization facilities and other 
activities involving seriously hazardous quantities of special nuclear mate- 
rials, in order to be consistent with the licensed activities indemnified. 
(See item 3 of discussion on 170a.) 

2. Clarify intent to indemnify contractors and their suppliers above the 
amounts of financial protection required, and others who may be liable 
without regard to financial protection. S. 715 provides only for indemni- 
fication of contractors above the amount of financial protection required. 


(Sec. 170f) The principal changes in this section: 


1. Provide a minimum fee of $100, to avoid charging ridiculously low fees 
for small reactors. 

2. Designate the fees to be charged as nominal, to help make clear that 
they are not intended to build up reserves adequate to cover possible indem- 
nity payments. 

3. Delete the provision for reduction of section 104 fees. The fees pro- 
vided by the $30 per 1,000 KW formula for small research and power 
facilities will be quite low. For most research reactors the minimum $100 
fee would apply. For small power reactors the fees will be relatively 
negligible, and only a fraction of the insurance premium. 

4. Make clear that fees for indemnity for holders of construction permits 
are not to be determined by the same formula as those for facility 
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eae since there is no catastrophe potential during construction of the 
acility. 

(See. 1702) Provision is made for use of the services of any insurance organi- 
zation, rather than only insurance companies and adjustment organizations, in 
order to provide desirable flexibility. The syndicates providing nuclear energy 
insurance, for example, are neither companies nor adjustment organizations. 

(See. 170i) Provision is made for annual, rather than triennial reporting to 
the Joint Committee. It is expected the Committee will want to review this 
matter each year in connection with the section 202 hearings. 

(Sec. 170j) The revision in this section eliminates the authorization for an 
emergency appropriation. The authorization for use of available appropria- 
tions should provide all funds needed for emergencies. 

Mr. Price. The first revision would deal with the definition in the 
bill of the term “financial protection” and here I think what we are 
suggesting is that the financial protection required not only should 
not exceed the amount. of liability insurance from private sources— 
and the bill covers this—but we think that it also ought to be consist- 
ent with the scope of the coverage of the financial protection that 
people can get from private insurance policies. 

For example, the liability insurance policies will have an exclusion 
dealing with damage due to war, insurrection, rebellion, and revolu- 
tion. Since the reactor company cannot get private protection in any 
amount for that kind of a loss, we think the definition of the financial 
protection that we would require of the licensee ought similarly to 
exclude that kind of loss. 

We recommend, I believe, what is probably a clarifying revision to 
make it clear that the cost of investigation and the cost of defense 
and settlement of claims be included in the 

Representative Cote. I would suggest, Mr. Price, that you follow 
your statement. I am having great difficulty in trying to listen to 
what you are saying and trying to read what you have prepared. 

Mr. Price. I am sorry, sir. I am at the top of page 2 

We also recommend that this definition clearly include costs of 
investigation, defense, and settlement of claims as well as ability to 
respond in payment for such claims themselves. We also believe it 
desirable to define “indemnity” as including provision for such costs. 
These costs could be very large, and are within the coverage provided 
by insurance. 

Another example of this sort is our recommendation to make the 
definition of “nuclear incident” more comparable to that used in the 
insurance policies, by including a more precise description of the dam- 
age or injury involved. We believe these revisions are important in 
order to eliminate uncertainty as to the adequacy of insurance to 
provide the financial protection required. Such provisions are also 
important to assure continuity of coverage in the event claims exceed 
the amount of financial protection required. 

2. Types of licensees indemnified: We believe that indemnification 
should be confined to facilities and other licensed activities which in- 
volve operations constituting a possibility of widespread injury to 
and damage of the property of third parties. Principally, this situa- 
tion exists only where there is the possibility of nuclear criticality. 
We, therefore, recommend that source and byproduct material li- 
censes, and special nuclear material licenses which do not authorize 
possession or use of suflicient material to cause extensive third-party 
injury or damage, be excluded. 
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General liability insurance available offers adequate protection for 
the licensed activities which we recommend be excluded. On the 
other hand, we believe that financial protection should be mandatory 
rather than permissive for those special nuclear material licensees who 
are engaged in the operations capable of resulting in extensive damage 
or injury, primarily those involving the possibility of inadvertent 
criticality. 

We further recommend that export licenses be excluded since the 
facilities involved will not operate in, and could not cause a nuclear 
incident in, the United States. 

S. 715 does not exclude licenses for Federal agencies from the finan- 
cial protection requirement, but it does include indemnity for them. 
We believe it would be more consistent to eliminate them entirely from 
the provisions of the bill for the reasons which follow. Outside the 
Atomic Energy Commission, the other principal Government agency 
which is involved at this time in atomic-energy activities of the type 
covered by the bill is the Department of Defense. 

We understand that DOD is considering seeking expansion of its 
present authority to indemnify its contractors engaged in a variety 
of hazardous activities, including atomic energy. It appears prefer- 
able that it be able ot handle all of its indemnity problems within the 
same system. 

The Maritime Administration is, of course, actively engaged in a 
joint project with the Commission. The problem of liability of 
nuclear-powered merchant ships, since they will be operating outside 
of United States territory, is quite different from those pertaining to 
operation of facilities within the United States. The AEC and the 
Maritime Administration have this problem under consideration and 
will present recommendations on this aspect if legislative action 
appears necessary. 

We believe other agencies engaged in atomic energy activities of the 
type with which we are herein concerned should, as is contemplated 
by the Department of Defense, provide indemnification through their 
contractual authority. 

3. Exclusion of workmen’s compensation claims: Insurance is avail- 
able and generally required to cover workmen’s compensation claims 
in the atomic-energy field as in other industrial areas. The insurance 
industry has eliminated workmen’s compensation coverage from its 
nuclear energy liability policy and we see no need for its inclusion in 
this bill. 

Senator Anperson. Do you recognize that some organizations have 
either a reciprocal arrangement or a coverage for excess liability only, 
and file with the court a certificate of their financial responsibility to 
take care of minor workmen’s compensation claims? 

Mr. Price. Yes, sir. 

Senator Anprerson. What happens if they have a very severe inci- 
dent that wipes out their capital and hence their protection to the 
workman? Does he just whistle ? 

Mr. Price. Senator Anderson, I am not sure that I can answer that. 
Wouldn’t the amount of self-insurance plus the insurance policy cover 
the losses? That has been my assumption, sir. 

Senator Anperson. It would unless the company goes broke. But 
if it had a severe accident and lost a tremendous amount of money, 
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the company could well become insolvent in which case there would be 
nothing to take care of their primary responsibility. 

Mr. Price. I don’t have any better answer, sir. I think it has been 
our position that workmen’s compensation has been handled in this 
industry right along as in other industries, and that we probably ought 
not to cover it here, because it is available from the imsurance com- 
panies. I realize there are those special occasions. 

Senator ANnprrson. It is available. But suppose the business 
decides it will take only a Lloyd’s policy covering excess limits above 
a certain amount, and carries all the rest of the risk itself, which it can 
under the laws of most States of this Union, and then because of a 
nuclear incident is presented with many claims of all kinds of damage. 
It then has no financial responsibility. So what happens to the injured 
workman ? 

Mr. Price. I would have to agree, sir, that in that case if the finan- 
cial responsibility of the company was not adequate to cover what they 
had self-insured, there would ‘not be protection. 

Senator Anperson. Isn’t that the only reason we are considering 
this bill at all—that the financial responsibility of the company may 
not be sufficient to take care of all of its responsibilities to the public? 

Mr. Price. Yes, sir, to the public; but we had thought that so far 
as the extent of the coverage that is afforded by the workmen’s com- 
pensation laws of the States, that coverage ought not to be duplicated. 
Perhaps this is wrong, but that was our feeling. 

Senator ANpERSON. Since we have stopped, maybe we could go back 
to this Maritime Administration situation where you say the problem 
of liability of nuclear power merchant ships since they will be op- 
erating outside of the United States territory is quite different from 
the operation of facilities within the United States. Does the ship 
ever come to dock? 

Mr. Price. Certainly, when they are in the United States they would 
be covered. 

Senator Anperson. When standing in the Harbor of New York, 
Baltimore, or elsewhere, would that ship not pore just as much liability 
as a small nuclear plant operating on land? 

Mr. Price. Yes, sir; exactly. Our thought was that since it has 
these other problems associated with it, we ought to give this subject 
further study and deal with stationary plants. 

Senator ANperson. You recommend its elimination from this bill? 

Mr. Price. From this bill, yes; but we are assuming that there needs 
to be an answer to it, and that we would come back with appropriate 
recommendations. We just have not thought through how to handle 
the ship problem. 

Senator Anderson, I think I ought to correct that latter statement. 
[ understand from Mr. Mitchell that this bill would cover the incidents 
involving ships while they are in the United States. 

Senator Anperson. You have suggested language to revise some 
section. Where is that language? 

Mr. Price. We probably did not make a suggestion there. I think 
the bill as drafted would probably cover the situation where the reactor 
is in the United States. 

Senator Anperson. What was the purpose of the paragraph here? 
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Mr. Price. The purpose of the paragraph was to deal with the 
problem of what do we do then in case of an incident at sea or outside 
of the United States. 

May I proceed, sir ? 

The CHarrMan. You may proceed. 


4. DAMAGE TO OTHER PROPERTY OF LICENSEE 


Mr. Price. We recommend revision of the provision to indemnify 
the licensee for property not located at the site of, and used in con- 
nection with, the licensed activity in order to assure that such offsite 
property will be covered. 

Senator Anprerson. Do you have the revised language ? 

Mr. Price. The purpose of this would be to t: ake care of a company 
in another kind of business at another location, to give that facility 
the same protection as the public. 

The Cuatrman. Would that mean coverage for every little place in 
the country that has some storage of fissionable material / 

Mr. Price. No, sir. This merely means that if a manufacturer who 
is protected against third-party claims on account of a facility which 
he has—say it is a nuclear facility—this indemnity bill would not 
protect him for loss of a nuclear facility itself. It would protect 
him against claims of third parties. What we are suggesting is that 
if he has another plant in the next county that is unrelated to nuclear 
operations, and that plant gets damaged, we are suggesting that this 
bill cover that loss. Not the loss of the nuclear facility. He will 
have to take property insurance to cover him there. We are saving 
that if a company has a nonnuclear plant, unassociated with the nuclear 
plant, and as the result of an accident at the nuclear plant he suffers 
damage at his offsite nonnuclear plant, let this indemnity cover that 
loss. 

Senator Anperson. What about that? Does the bill not cover it 
now ¢ 

Mr. Price. I think what we are suggesting is a clarification, I believe 
the bill intended to, and we thought the language ought to be clarified. 

Senator ANperson. Have you the language / 

Mr. Mrrcuets. Yes, sir.’ We have submitted to your committee, 
Senator, a suggested redraft that indicates the changes that we con- 
template. This point comes up in connection with the definitions, sir. 
I don’t know whether you have a copy. 

Senator Anprerson. Yes; I do, have. What page is it on? 

Mr. Mircnetn. It ison pages2and3. The first change is in section 
53 (1) where we suggest that we provide specifically—this is the latter 
part of the definition—to pay the persons indemnified for damage to 
any of their property other than that located at the site of and used 
in connection with the licensed activity where the nuclear incident 
occurs. 

Then you will find on page 3, in subsection (v) we would suggest 
striking this exception of claims for damages to property of persons 
indemnified which is located at the site and used in connection with, 
on the theory that this is not an appropriate part of a definition of 
public hability. 

Senator Anperson. I am using an example now. If Westinghouse 
had a part of its plant at Pittsburgh and had an accident, and it also 
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destroyed its main operation out of this nuclear plant, that we would 
cover that. 

Mr. Mrircrett. We would cover the main operation. Presumably 
Westinghouse’s own property insurance would cover the reactor plant 
itself. 

Senator AnpERson. And we will take Consolidated Edison now. It 
is going to build a facility that has some nuclear and some steam— 
270,000 kilowatts of which the major portion may be nuclear and the 
other steam—if anything happens to the nuclear plant we pay the 
liability on the steam plant? ¢ 

Mr. Mircuett. This is on the assumption, Senator, that the prop- 
erty insurance of the company should cover this. 

Senator Anperson. Where does it say that? 

Mr. Mircney. I think you have to come to the question of what is 
site. Obviously you can’t spell out in legislation the precise defini- 
tion of what will be onsite, and what will be offsite. 

Senator ANpERSON. Our report tried to make that clear. 

The Cuarrman. I don’t know whether you have a copy of the re- 
port of last year, but on page 8, beginning in the second paragraph, 
we cover that point. I will read it. 

The second exception in the definition of public liability is for damage to 
property of persons indemnified which is located at the site of and used in con- 
nection with the activity where the incident occurs, if there is a reactor incident. 
There would be no claim for the damage to the reactor which could be included 
in indemnification of the Government. However, if the same organization 
owned property, for instance, in another town for which nuclear insurance would 
not be expected, that property could be included in the property to which the 
indemnity would be applied. 

Basically, however, this exception was included because it was brought to the 
attention of the Joint Committee that even a small research reactor might be 
located on the campus of a university, if the Commission found such a location 
to be safe. 

Mr. Mircueit. Mr. Chairman, I believe we are both driving at the 
same thing. Our only point was that the owner of the property is 
not liable to himself. Therefore, the exception perhaps does not 
properly appear in the definition of public liability, but should rather 
appear in the section which defines the extent of the indemnity. This 
is what we sought to do. 

The C HAIRMAN, Of course, we have not had time to analyze these 
changes since we just got them this morning and it makes it rather 
difficult. 

Senator Anprrson. That was my point of referring to the Legis- 
lative Reorganization Act. We had this just a year ago with the 
Commission on this very same question—the Legislative Reorganiza- 
tion Act. The testimony should be in in advance so that the staff or 
any curious member of the committee might have a chance to look 
at it. 

Mr. Frevps. Mr. Chairman, I believe we delivered the changes in 
the bill and the analysis of the bill on Saturday morning at 10 a. m. ’ 
I believe. We were trying to meet the specifications. 

Representative Coxe. Is there any point of passing on these amend- 
ments at this meeting today ? 

The CuatrMan. No. 

Representative Cotz. We will all have a chance to look at them and 
we will probably do well to get around to completing it in 2 weeks. 
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The Carman. That is very evident, because of the technical 
details. You may proceed. 

Mr. Price. The next point, Mr. Chairman, deals with the amount of 
financial protection. 

We recommend a change in the wording at the beginning of the 
subsection concerned with the setting of the amount of financial pro- 
tection to provide that this amount shall be the amount of insurance 
available, except that the Commission may authorize a lesser amount 
based on stated criteria in the bill. This revision recognizes the general 
policy of the Government not to provide services which are available 
from private industry, but authorizes exceptions which would take 
into consideration factors such as size and location. 

We are also recommending that the criteria for establishing the 
amount of financial protection to be required of the licensee be re- 
versed to eliminate type of facility and cost and terms of insurance. 

Senator ANpERsoN. Why was that? You recommend leaving out 
cost in the first section ae. Last year’s report covered that quite 
clearly as to why we thought cost was an important factor. You 
decided it was not. What was the thinking? 

Mr. Price. Our thought was that the criteria that would be left 
would give us a chance to put the small reactors at a very low level— 
the research type, and in the case of the big ones we ought to require 
the full amount available. We are reluctant to get into cost of 
insurance because it is so intimately related to the reasonableness 
of the rates which we don’t think we ought to get into. It is a matter 
for the States. 

Senator Anperson. That strikes at the very heart of the whole pro- 
gram. I don’t know this is authentic, but I received the other day a 
schedule of tentative rates. I don’t even classify them hardly as 
tentative rates. But it gave an indication of what the insurance 
people were contemplating. 

Mr. Price. Yes, sir. 

Senator Anprerson. They were going to take a basic rate and estab- 
lish that and then make small percentage reductions thereafter, so 
that the cost of $65 million of insurance would be only about double 
the cost of $5 million of insurance. It was the heavy basic rate which 
would count toward it, and everything above that was rather small. 
That means that a small cooperative plant in the State of Minnesota 
would have to pay almost as much as a 100,000-kilowatt plant in New 
York, and it makes it completely impossible for the small plant to 
operate. That is why this element of cost was in here. 

Mr. Price. Sir, I think it is true that the incremental costs of addi- 
tional millions of coverage on a reduced scale in these rates have been 
announced. 

Senator Anperson. You don’t see any difficulty that a small plant 
would have under those circumstances ? 

Mr. Price. Yes, sir. I don’t think for a small plant we should 
require that they buy the full insurance available. 

Senator Anperson. And you say to yourself that one of the factors 
you must not take into consideration is whether it costs them too much 
or not. If cost is the only thing, you cannot consider it. You have 
to make them take the whole $65 million. 

Mr. Price. No, sir. I think we would take into account the power 
level in all cases, certainly, and we would have to draw a line or plot 
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a line on power level starting from zero up to the amount that requires 
the maximum amount, and take into account location, containment, 
and whether it is a research type reactor or a power reactor. I 
believe, sir, on that kind of a basis the smaller reactors would come 
out with a requirement of much less than the full amount and the cost 
would be much less to them. 

Senator ANperson. Let us follow that a minute and see if that is 
exactly correct. Just outside of New York City some small locally 
owned private utility may decide to build a plant. It will have 5,000- 
kilowatt capacity where the one in New York has 250,000. It will be 
located, if you locate it anywhere, between Washington and New York, 
in a heavily populated area. 

Mr. Price. That is right. 

Senator Anperson. Therefore, the location factor is out. It will 
use the same process. It may be pressurized water. Therefore, the 
process is out. The only thing you come down to is whether or not 
that small utility can afford to pay the high basic cost of insurance. 
You say, that you will not let that enter into your calculations. Why 
do you eliminate the factor of cost? 

Mr. Price. Sir, the only reason we want to eliminate the factor of 
cost is because we do not feel that we ought to get into the business 
of judging reasonableness of insurance rates, and we feel that this gets 
us into that. That is our only reason, sir. 

Senator Anperson. Have you discussed this with insurance people 
and the insurance commissioners? Do the insurance commissioners 
when they fix automobile rates in the District of Columbia not take 
into consideration the reasonableness of those rates? 

Mr. Price. Yes, sir. Each of the States will do that. 

Senator Anperson. Is it unreasonable then for you to take a look 
at the reasonableness of the rates? If you are s;;oing tu make a license 
contingent on their ability to acquire insurance, you are not going to 
ask whether that rate is reasonable? 

Mr. Price. We hope to rely on the States that will have to look at 
all of these rates. ‘That is the business that the State insurance com- 
missioners are in. Weare not in it. 

Senator Anperson. They had a little nuclear incident in my State 
the other day. It was not a real reactor, but it was a little incident. 
Do you think that the insurance commissioner of the State of New 
Mexico is qualified to decide on the rate for a facility out there? He 
has no knowledge whatever of the insurance situation that would 
apply to that and he has no possibility of finding out anything about 
the atomic energy industry. He is not admitted to information. He 
has no Q clearance or anything of that nature. You tell me he is to 
decide the reasonableness of the rate ? 

Mr. Price. Yes, sir. 

Senator AnpErson. Then God help the public. 

Mr. Price. As far as access to information is concerned, I doubt 
that really any classified information is involved. 

Senator Anperson. In reactors? 

Mr. Price. All of these rate plans that the insurance companies 
have been developing have been filed with all of the States. 

Senator Anprerson. Do I understand that all the insurance com- 
panies have full access to information ? 
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Mr. Price. Sir, the insurance companies so far as I know have been 
given all the hazards information that the Commission has. 

Senator AnpEeRson. How about access to Reactor Safeguards Com- 
mittee reports? Do all the insurance companies have those ? 

Mr. Price. They have been given access to all the hazard informa- 
tion that we have. I cannot say that they have been given copies 

Senator Anprerson. | asked a specific question which you well un- 
derstood. 

Mr. Price. I would like to answer it, Senator. They have not been 
given copies of internal documents of the Commission. That is 
right. 

Senator Anperson. Have they been given all the access to Reactor 
Safeguards Committee reports ? 

Mr. Pricer. They have not been given access to Reactor Safeguards 
Committee reports, except the five or six which we sent up to the 
committee for publication. 

Senator Anprerson. Have they asked for it ? 

Mr. Price. I don’t know whether they have or not, sir. I can’t 
answer that. 

Senator Anperson. Does anybody on the Commission know? 

Mr. Firrps. I am not aware of any requests from the insurance 
companies. 

Mr. Price. I believe the insurance people will say that they have 
gotten all the information that they asked for, They certainly have 
not gotten copies of internal documents. I would have to depend 
on somebody from the insurance companies, I believe, to answer 
whether they think they ought to have these internal documents. 

The Cuairman. Proceed with your statement, Mr. Price. 

Senator Anperson. I think I ought to read into the record at this 
point the item: 





This request for inspection should be accompanied by a letter for authoriza- 
tion signed by the officer of the company to be insured. This letter should author- 
ize the attendance of the members of the mutual atomic energy insurance pool 
inspection committee at meetings of the Reactor Safeguards Committee and 
staff meetings with AEC involving discussions of the installations to be insured. 

Apparently they are going to want to know about it. 

Mr. Price. Yes, sir. We have no intention in the world, Senator, 
to do other than to give these inspectors of insurance companies every- 
thing that we know about the hazards of these cases. It occurs to 
me that we are talking about whether they get copies of what we 
regard as internal documents. These they may not get and probably 
won't. But certainly they will get all the ‘information. 

The Cuarrman. This report is going to be made available today 
to the public. 

Mr. Price. That report was prepared for publication, sir; that is 
right. I was not talking about that report, sir. 

The Cuarrman. You may proceed with your statement. 

Mr. Price. I had just stated the two criteria we would like to have 
eliminated. 

With respect to type of facility, we believe that since all types of 
reactors are required through the lice ‘nsing procedure to be designed so 
as to assure safe oper ation and to incor porate special features to 
control the hazards incident to each type of design, it is not.consistent 
to apply quantitative evaluation to various types. 
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[ am not talking about use. We will distinguish between power, 
research, testing. I am talking now about types in terms of pres- 
surized water, boiling water, and so forth. We don’t think we ean 
quantitatively distinguish these. 

Senator Anperson. Is there any suggested language to carry out 
what you are talking about ? 

Mr. Price. Yes, sir. It would involve merely eliminating the word 
“type” in the criteria for determining how much financial protection 
a company would have to have. 

Senator ANprrson. You don’t think type is important ? 

Mr. Price. I think it is important. That is our position. Each of 
these reactors—take power reactors, regardless of type, as this report 
indicates—can build up enough fission products which if they get 
out would cause a bad accident. We intend that they all will have 
to meet minimum safety requirements in order to operate. At the 
present state of development of these various concepts, we don’t know 
which ones may turn out to be the safest. Maybe they will all turn 
out to be equally safe. Maybe some of them will turn out to be safer 
than others. But right now we don’t know how to put a quantitative 
evaluation on safety of the various concepts of power reactors, and 
we think that we ought to, therefore, treat them the same in that 
respect. 

Senator Anperson. Is it possible that one type will have had more 
operating experience than another type ? 

Mr. Price. If some types are built and operated for a good long 
while, that would be right. 

Senator ANpErson. Would that not be a factor in the mind of the 
insurance carrier ¢ 

Mr. Price. I am sorry, I don’t understand the question. 

Senator AnpERson. Wouldn’t the long operation of one particular 
type and the experimental nature of another type have something 
to do with the thoughts of the insurance carrier himself? 

Mr. Price. I think our feeling is that they are all experimental. 
There are possibilities of danger in all of them. Since we are talking 
about protection against the conceivable though remote accident that 
we hope will never happen, we feel we ought not to try to make a 
quantitative distinction here, 

Senator Anprerson. I think I can cover what I have in mind with 
one more question. There was a long testing of a process that event- 
ually resulted in the building of the Nautilus. The Nautilus has now 
performed for a long time, relatively speaking, very, very successfully. 
It apparently has no inherent dangers in it whatever. If a new plant 
was to be built along the lines of the Nautilus, would you think that 
you should not take that long experience into recognition if it. was 
to be side by side with a plant ; that was to use a homogeneous process 
that has not been well tested? You would think there was no difference 
in risk ? 

Mr. Price, Sir, we would certainly have confidence in the safety of 
the Nautilus type, that is right. Our difficulty would be in assigning 
to the homogeneous or the other type a risk which perhaps it doesn’t 
have. It may turn out to be just as safe. 

Senator ANpERSON. Doesn’t the bill, merely say that you shall take 
that into consideration if you decide upon the amount of insurance 
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available? If you decide you don’t have to add any penalties, you 
don’t have to. But if you decide you should, it would be a handy 
device; would it not? 

Mr. Price. I think our feeling is, and it coincides with the con- 
clusions of the report that you got last Friday, that this is just such 
a hard task to try to quantitatively evaluate these types—and since 
they all are conceivably possible of having a big accident—we ought 
not to try. If it is the will of the committee and the Congress that 
we must do it, we will have to try. 

Senator ANperson. What do you mean by the term “quantitatively 
evaluate” ? 

Mr. Price. If we have to give weight to the factor of type, pre- 
sumably a pressurized water reactor and a homogeneous reactor, where 
everything else is equal—size, containment, population density, and 
all those things are equal—then according to this bill we would have 
to decide whether one of those ought to have more private insurance 
than the other on account of type. We find that kind of a determi- 
nation very hard to make. 

Senator Anprrson. Is that a quantity determination ? 

Mr. Price. It certainly would be if we have to say that the homog- 
enous, because it has not had any experience, ought to have X million, 
and maybe the pressurized water would have something less. 

Representative Cote. Senator, I think you are entirely right, 
although Mr. Price has been using that word “quantitative” and I 
don’t understand the meaning. Don’t you mean qualitatively ? 

Mr. Price. Allright, qualitatively. 

Senator Anperson. Then I can understand. 

Mr. Price. I agree that it is qualitative judgment as to whether 
or not one is safer than the other, but in order to come out with a 
result, if we have that criterion, we are dealing with quantities be- 
cause it means that, other things being equal, the difference in type 
might result in the pressurized water reactor being required to take 
X quantity of insurance—that is the quantity I am talking about— 
and the other one requiring to take X minus or plus. 

The Cuatrman. Proceed, Mr. Price. 

Mr. Price. At the top of page 6—I don’t believe there is anything 
that has not already been said about cost. 

We recommend that there be eliminated from the proposed criteria 
cost and terms of private insurance. We feel that the amount of 
financial protection required should be based on the nature and pur- 
pose of the activity and factors pertaining to hazard. Inclusion of 
the criterion of cost and terms of insurance in setting financial pro- 
tection inevitably would put the Commission in the position of pass- 
ing second judgment on the reasonableness of premium rates. The 
reasonableness and adequacy of these rates are subject to approval 
by the appropriate State regulatory commissions. 

Senator Anperson. That is the whole point. You do not want to 
consider the reasonableness of the insurance rates. You want to leave 
that to the individual 48 States. 

Mr. Price. That is right. 

Senator Anperson. And the District of Columbia, which has a 
regulatory authority. I would like to put in the record the para- 
graph on page 11 of the committee report which outlined why we felt 
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it might be desirable for the Commission to decide that a reactor in 
a remote area might not need as much insurance as a reactor operat- 
ing in the middle of the city of New York. We thought that was 
sensible. 

(The information referred to follows:) 


Subparagraph b sets the maximum amount of protection which the Commission 
might require at the amount of private insurance available from private sources. 
The Commission is authorized to set lesser amounts of financial protection which 
is required, based on such items as the cost and terms of the private insurance, 
the type, size, and location of the facility and other factors pertaining to the 
hazard and the nature and purpose of the facility. Thus, if there is $65 million 
available as insurance on a 100,000-kilowatt reactor, a 5,000-kilowatt reactor 
might not be required to furnish financial protection equal to the full amount of 
the $65 million. Also, if there is $65 million available for a reactor which is 
located in a relatively little populated area of the country, the Commission might 
find that a reactor located in a completely desert part of the country need not 
require as much financial protection. If the Commission wants to encourage a 
university to do research work, it might require less financial protection as an 
inducement to having the research work carried on. However, it is expected 
that the Commission would arrive at the criteria by regulation so that, as closely 
as possible, persons engaged-sin similar enterprises are treated alike. Thus, if a 
public or cooperative body wanted to build a large size reactor for the production 
of power, it would have to meet the same requirements for financial protection as 
a private company. One point of caution should be mentioned. The reference 
to the cost of insurance in this subsection is not intended to encourage the Com- 
mission to undercut the amounts of private insurance provided at reasonable 
rates. Since the program is so new, and no rates are yet established, the Com- 
mission must be in a position to set the amount of financial protection required 
at an amount lower than amount of private insurance offered if the rates appear 
high and all other factors indicate a lower amount is appropriate. Instead, it is 
merely to give the Commission a chance to look at the economics of the operation 
of the particular kind of reactor in deciding the amount of financial protection 
which may be required. 

The authority given the Commission by this section to gage the hazards of a 
possible activity from the protection point of view, is not intended to exclude in 
any way or to supersede the power of the Commission under the other authorities 
in the Atomic Energy Act to establish safe operating conditions and safe oper- 
ating localities for the reactors. The obligations on the Commission under these 
other powers continue unabated. 


Mr. Price. We agree with that. 

Senator AnvErson. I beg your pardon ? 

Mr. Price. Yes, sir. We might require a less amount of protection 
on account of that. It would not be on account of cost. It would 
be on account of hazard. It is remotely located, so it would get a 
lesser requirement of insurance. 

Senator Anperson. If you are not interested in the amount of cost, 
why do you worry about how much insurance they are going to take? 
It is because the extra insurance costs more, isn’t it ? 

Mr. Price, Senator Anderson, I think what we are saying is that 
if 2 reactors are similar in all respects, except 1 is close to a ‘big city 
and the other is in a very sparsely populated area, we would take that 
difference into account. 

Senator ANpErson. In doing what? 

Mr. Price. In determining the total amount of insurance each 
company had to buy. 

Senator ANprerson. And isn’t that a matter of cost? 

Mr. Price, If that is what you mean by cost, then we are taking it 
into account. 
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Senator Anperson. If you are going to get $65 million of insurance 
at the same rate as $5 million of insurance, it would not matter much, 
would it? It isa factor of cost? 

Mr. Price. I think we come out with the same results, Senator. We 
would factor those two cases on the basis that one is in a populated area, 
and the other one is not, and they would therefore get a different re- 
quirement on amount of insurance that they would have to buy. Sure, 
one would pay more than the other. 

Senator Anperson. The real fundamental difference is that you 
object to the AEC having any control over rates. 

Mr. Price. That is right. 

Item 6 on page 6, Indemnific ‘ation of Licensees and Others. We 
recommend that the provisions with respect to indemnification make 
clear that licensees and contractors and their suppliers be indemnified 
above the amount of financial protection required, but that others 
indemnified be indemnified in full. S. 715 provides that all these 
parties are indemnified only above the amount of financial protection 

required, but this requirement is made only of the licensee. Insur- 
ance taken out by licensees and contractors to meet the financial pro- 
tection requirement will also protect their suppliers. 

However, others indemnified, such as trespassers, would not be 
identifiable prior to an incident, and, therefore, financial protection 
in advance could not be required of them. They will probably carry 
no insurance protecting them against liability arising from acciden- 
tally causing a nuclear incident. It is felt that the only practical 
sphation | is to indemnify the latter in full. To do so will insure that 
there will be no gap in the compensation available to the public. 

Senator ANDERSON. Whom do I understand you to mean by a tres- 
passer? 

Mr. Price, Perhaps that is a bad word. Let me use the kind of 
example that comes tomy mind. We will require this insurance of the 
power reactor company and all of his suppliers. but suppose the 
nuclear incident is caused by an airplane falling on the site or the 
installation; we will not have required the airplane to take out this 
insurance.’ Our theory is; in case an incident results from that, the 
public ought to be protected up to the $500 million of this bill from 
the first dollar on, because there won’t have been any opportunity for 
us to require private insurance to cover that situation. 

Senator Anperson. That is a good example. Let us stay with it, 
now. Do I understand it to be your contention if an airplane drops 
upon a large reactor or a battery of reactors and causes a nuclear 
incident that the owner of that battery of nuclear reactors has no 
liability since he did not cause it primarily ? 

Mr. Price. I don’t think I can say that he has no lability. 

Senator Anperson. We have either to say he does or does not, or 
he does not need it. Do you believe that if somebody borrows my au- 
tomobile and runs into a person that I am not liable ? 

Mr. Price. I understand that you are, sir. 

Senator Anperson. Somebody drops an airplane on a reactor; do 
I understand that the people operating that reactor are not liable? 

Mr. Price. They may not be. That is my understanding. 

Mr. Mrrcewety. I don’t think anyone can say in advance, Senator 
Anderson, whether or not the reactor operator might be liable. It is 
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conceivable that the court might decide that the only person respon- 
sible was the owner and operator of the airplane, in which case he 
would be the only one that would be legally liable. 

Senator Anprrson. We had a situation one time where a man drove 
a truck into a gas tank which was generating gas. Would you take 
your position that the gas company had no lis ability 4 d 

Mr. Mrrcuet.. I am not saying, Senator, that it might not be 
liable. I am saying it is conceivable that the court would hold that 
it was not. To the extent that the reactor owner or operator is liable, 
he would have his financial protection to look to and the indemnity over 
and above that. We are trying to make sure that the public is pro- 
tected in the event that the airplane owner is the only one that the 
court decides is responsible. 

Senator Anperson. I don’t say you haven’t a point. I don’t believe 
you do. I hope counsel will run down the insurance cases and see 
if he can find one decision when there is no liability because a tres- 
passer or inadvertent person caused an explosion at a plant. 

The CuarrMan. You may proceed. 

Representative Cote. What do you propose to do about that? 

Mr. Price. What we propose, Mr. Cole, is that the bill be modified 
so that in the event it is determined in a case like that that the only 
liability rests on, say, the airline company, in that event the public 
would be protected from the first dollar of loss up. In other words, 
there is no private insurance to cover that situation. 

Representative Coz. Why can’t you approach it the other way 
and require that the private insurance cover situations like that ? 

Mr. Price. I think our difficulty is that we don’t know any prac- 
tical way of guessing at the kinds of situations involved. 

Representative Cote. You do not have to guess. You just require 
it as one of the conditions of the policy. The reactor operator will be 
indemnified for public liability even though the incident was not of 
his control. 

Mr. Price. It does indemnify him. 

Representative Cote. I am talking about the public. It is on that 
same pion that the Senator is liable for the death of a man be- 
cause somebody uses his automobile. The law imposes that lability 
onhim. That is the same theory we could apply here. 

Mr. Price. Mr. Cole, I think whether or not the reactor owner is 
liable in this case in that kind of example is a matter of State law. 
As Mr. Mitchell says, if the court would hold that this reactor owner 
had no liability, than indemnifying him does not help any. 

Senator Anperson. Mr. Mitchell would help us if he gave us one 
court decision to hold otherwise. This looks like a device to take the 
insurance companies off the hook. I don’t know whether it is. 

Mr. Mircuenn. That is certainly not our intention. 

Senator ANnprerson. Then why not do what Mr. Cole suggested. 
Make them liable. 

Representative Coir. I did not say make them lable, but make their 
policy read—if they are found to be liable, they are protected. 

Mr. Price. That is in here, sir. Any time that the reactor owner is 
found to be liable, then his insurance carrier will have to be liable. 
We are only trying to cover the case where the court would hold 
that the reactor owner had no liability, and hence the insurance carrier 
would not be liable. 
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Representative Cotz. The whole theory of this is to protect the 
public against atomic hazards. 

Mr. Price. That is right. 

Representative Cote. Can we in good conscience allow a situation 
to exist where the public can be damaged and yet the public cannot 
recover damages ? 

Mr. Price. That is our whole purpose, sir. We don’t think we 
can, and that is why we want to make this change. 

Representative Cotz. This gesture. 

Mr. Price. No, this change. 

Representative Cote. I thought you said gesture. 

Mr. Price. No, that is why we want to make this change. 

Senator ANpERsoN. You could not provide the insurance companies 
with a finer loophole if you stayed up all night. All they have to 
do is to find some innocent trespasser came in and turned off a 
whole switch and brought about the whole incident and they are elimi- 
nated from their $65 million coverage, and the Government takes it 
all. I am not going to be for that if I can help it. I like Mr. 
Cole’s suggestion if there is any doubt about it, and the airplane person 
caused it; that does not relieve anybody from the liability that nor- 
mally would be theirs. 

Representative Cote. Would that add materially to the cost of the 
insurance ? 

Mr. Pricer. Mr. Cole, I believe the insurance companies would have 
to respond to that. It is my understanding that the whole theory of 
liability insurance is to protect the insured to the extent that he, the 
insured, is determined to be liable. I do not know of any lability 
policy that covers an insured where he is not legally liable. Maybe 
there is such a thing. 

Senator AnpErson. Have you ever seen a workmen’s compensation 
policy ? 

Mr. Pricer. Yes. 

Senator ANpEeRsoN. Can an employer come in and claim that the 
accident was caused by the employee’s negligence and thereby deny 
liability? That is why they switched from employers’ liability to 
workmen’s compensation. 

Mr. Price. That is right. There are workmen’s compensation 
statutes dealing with the situation. 

Senator ANDERSON. You will see liability policies also designed to 
protect the public, or there would not be compulsory liability policies 
in some States. 

The CHarrMANn. You may continue, Mr. Price. 

Mr. Price. Item 7 on page 7 deals with the kinds of contractors 
of the Commission that would be indemnified. We recommend that 
contractors indemnified be defined to encompass those engaged in the 
same types of activities for which special nuclear material licensees 
would be indemnified, rather than including construction or operation 
of all research and development plants as provided in S. 715. It is 
proposed, therefore, that indemnification of contractors be confined to 
those engaged in construction or operation of production or utilization 
facilities, and those using sufficient quantities of special nuclear ma- 
terial to cause extensive public injury or property damage. 

8. Determination of indemnity fees. We recommend revisions in 
the provisions for establishing fees for the indemnity to make clear 
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that these fees are not intended to build up reserves on an insurance 
basis. We propose, therefore, that all fees be designated as nominal. 
We also propose that the provision for reduction of section 104 fees be 
eliminated. The fees provided by the $30 per 1,000-kilowatt formula 
will be quite low for research and small power reactors. The addi- 
tional encouragement possible by reducing them would represent a 
relatively insignificant element of the total operating cost. 

Another recommendation with respect to fees is to provide for a 
minimum of $100 per annum for otherwise the formula contained in 
S. 715 would result, in the case of small research reactors, in an amount 
we think too insignificant to bother to collect. For example, the fee 
under the formula for a 50-kilowatt reactor would be only $1.50 per 
year. We suggest you make it $100 minimum. 

We have incorporated the above recommended revisions in a re- 
draft of S. 715 which is attached. We also submitted an analysis of 
these and a number of other more detailed revisions which we are 
recommending in the interest of securing additional clarification and 
improving the mechanics of administration. The Commission staff 
will be glad to discuss these revisions in more detail with the com- 
mittee’s staff if this would be helpful to the committee. 

That, Mr. Chairman, concludes my prepared statement on the sug- 
gested revisions. 

The Cuarrman. I might say that I thought we were pretty near 
together last year when we reported out a bill, but how many revisions 
have you made here in this bill? I have not had time to look it over. 

Mr. Mrrenetz. I think, Mr. Chairman, a good many of them are 
just drafting changes. I don’t really believe there are any substantial 
differences, except as we have outlined them in Mr. Price’s testimony. 

Senator Anprersoy. To come to this question of fees, for example, 
our report at page 13 says— 
subsection (f) establishes the charges for reactors which have been proven to be 
of commercial value under section 103 at $30 per thousand kilowatts of thermal 
energy capacity. For research and development reactors which can be licensed 
under section 104, the Commission is authorized to charge less than $30 per year 
for the indemnity. 

Doesn’t that give you the authority to do what you want to do? 

Mr. Pricer. I think what we are suggesting, sir, is that $30 might 
be just the minimum, whether it is 104 or 103, since it is a very small 
amount, anyway. 

Senator ANpERsOoN. Your testimony says, for example, the fee under 
the formula for a 50-kilowatt reactor would be only $1.50 per year. 

Mr. Price. That is right. It seemed to us that maybe there ought 
to be a $100 minimum. Under the formula of the bill as written, a 
50-kilowatt reactor would have to pay $1.50 a year for this indemnity. 
We are suggesting that there be a minimum of $100 as the charge for 
the indemnity. 

The Cuatrrman. Have you conferred with the insurance companies 
on these changes that you have recommended in the act? 

Mr. Pricer. Yes, sir. We have discussed these changes with repre- 
sentatives of the insurance companies. I don’t think there are any 
recommendations in here that members of the insurance companies are 
not aware of. 

The Cuatrman. They are aware of all the amendments proposed ? 
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Mr. Price. I believe that is right, sir. 

The Cuarrman. Mr. Holifield. 

Representative Hottrretp. No questions. 

The CuarrMan. Senator? 

Senator ANDERSON. Was the Joint Committee at any time consulted 
on any of these matters, or the staff of the Joint Comimttee? You 
consulted the insurance profession and asked their reaction, did you 
not ¢ 

Mr. Price. We have been working with the insurance representa- 
tives on this problem of insurance indemnity now for about the past 
2 years. We started out, you will recall, appointing a group to work 
on this problem. 

Senator Anperson. Did you get from them a suggestion that the 
close-lying property of an insured be covered in case of the reactor 
blowing up on the property ? 

Mr. Price. Iam sorry; I don’t understand your question. 

Senator Anprerson. You spoke of the fact tht if there was prop- 
erty damage occurring by the misbehavior of a reactor, and the same 
company had property close by, that it be covered for insurance under 
this. 

Mr. Mrrcuete. I think there is a misunderstanding there, Senator 
Anderson. We are following the same line that was in the commit- 
tee bill, to eliminate any property at the site. We are taking the same 
definition that was in the original bill of the site and off site. The 
only thing we are doing is to suggest that this limitation be contained, 
not in the section which refers to public liability, but in the section 
which refers to extent of indemnity. 

Senator Anprerson. How far off site would their property have to 
be before the Government came in and had some responsibility ¢ 

Mr. Mrrene i. As far as was required under the original bill. 

Mr. Price. This is purely a suggested drafting change to accom- 
plish the same purpose of the bill. 

Senator Anperson. Was it the suggestion of the insurance people 
that this question of rates be removed completely from the AEC and 
put under only the State regulatory agencies ¢ 

Mr. Price. I am sure this was discussed with the insurance com- 
panies, but I doubt it originated with them. 

Senator Anperson. Did it originate with you people? 

Mr. Price. I think our people felt that the question of reasonable- 
ness of rates is something that the Commission ought not to get into. 

Senator Anperson. Does that apply also to this question of elimi- 
nating the cost factor ? 

Mr. Price. I believe that is the same question, as I understand it, 
Senator. Please understand oe all these problems have been dis- 
cussed in numerous conferences in both public meetings and other 
meetings with everybody that we c¢ cml get some suggestions and help 
from. It would be awfully hard for me to identify where a particu- 
lar idea here originated. 

Senator Anperson. I do want to go to your statement that you 
made with reference to the Reactor Safeguards Committee reports. 
Did that come up in the discussion with the insurance companies ? 

Mr. Price. The only reason I hesitate, Senator, I am not sure I 
understand the question. If you mean by that, the question of 
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whether or not they ought to be given the reports, that did not come up 
in any discussion with the insurance companies. The confidentiality 
of internal documents of the Commission is a matter that the Com- 
mission has had to deal with in a variety of areas from the very be- 
ginning. 

Senator Anprerson. You are positive that this discussion did not 
take place as to the availability of reactor safeguard reports‘ 

Mr. Price. I am sure there has been discussion of availability of 
Reactor Safeguards Committee reports with representatives of the 
insurance companies. I am confident that is true. 

Senator Anperson. So am I. 

Mr. Price. But the question of the confidentiality of those docu- 
ments has been a question, and other documents, that the Commission 
has had to deal with since long before we started talking about insur- 
ance. That is all I am trying to say. 

Senator Anprerson. Are we agreed, then, that there was a discussion 
with the insurance companies on the question of these Reactor Safe- 
guards Committee reports, and their availability to them ? 

Mr. Price. Sir, all I can say is that I am sure the subject has been 
discussed. What the nature of it was, I don’t know. I haven't had 
any discussion in which an insurance representative said, “I want to 
see your Reactor Safeguards Committee reports.” 

Senator Anprrson. Who then in the Commission, if you don’t know 
about it, was present at these discussions ? Because the insurance 
people have said they have discussed this. Who in the Commission 
did discuss with them the Reactor. Safeguard Committee reports 
availability, if you did not? 

Mr. Price. I say I have discussed the subject. I have never had 
an insurance representative, so far as I can recall, ask me for a copy of 
a Reactor Safeguards Committee report. That is all I am trying 
to say. 

( Pertinent correspondence from AEC follows :) 

UNITED STATES ATOMIC ENERGY CoM MISSION, 
Washington, D.C., March 29, 1957. 
Hon. Carn T. DURHAM, 
Chairman, Joint Committee on Atomic Eneray, 
Congress of the United States. 

Dear Mr. DurHAM: After the conclusion of the Commission’s testimony on 
S. 715 on March 25, Mr. Harold L. Price of our staff told Senator Anderson that 
he would like to submit a letter for the record to clarify his testimony concerning 
discussions between the Commission staff and representatives of the insurance 
industry regarding availability to the insurance industry of reports submitted 
to the Commission by the Advisory Committee on Reactor Safeguards. 

As Mr. Price stated in his testimony the subject has been discussed with the 
insurance industry. Representatives of the insurance industry have inquired 
as to the availability of these reports. The insurance people have been informed 
that, although they will receive all information on hazards problems, they will 
not be given access to internal documents themselves, including reports to the 
Commission from the Advisory Committee on Reactor Safeguards. 

Sincerely yours, 
K. E. Fievtps, General Manager. 

Senator Anprerson. The material which they submitted for inspec- 
tion has this sentence in it: 

In the letter of authorization the applicant should also agree to supply copies 
of the Reactor Safegu: rds Committee report to the inspection committee. The 
purpose of this letter of authorization is to guarantee full and complete coopera 
tion of the applicant in the activities of our inspection committee. 
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Why do you suppose they would have put that in there if they did 
not feel they ought to have these reports and wanted them? 

Mr. Pricer. Senator, I am sorry, 1 don’t know what letter this is. 
I don’t understand how the applicant could be giving a copy of the 
Safeguards Committee report to anybody. The applicant would not 
have it. 

Senator Anprerson. Do I understand that when the Reactor Safe- 
guards Committee makes a report on the plant, let us say, of Consoli- 
dated Edison, that Consolidated Edison cannot get that ? 

Mr. Price. That is right, except you will recall that in six of these 
cases we made those reports available to the Joint Committee last fall. 
I don’t know whether they have been made public or not. Our pro- 
cedure is simply this, Senator. We consult the Advisory Committee 
on Reactor Safeguards in connection with all of the cases that present 
any substantial hazard question. That is our purpose. We get rec- 
ommendations from this committee. To the extent that those recom- 
mendations raise hazard questions, we would in all cases let the appli- 
cant know what the hazards problems are that we are worried about, 
but it is not our policy to show copies of the document itself to the 
applicant. 

Senator Anprerson. How would it hurt the applicant to find out 
what is wrong with the plant he proposed to build ? 

Mr. Price. We want him to find out. 

Senator Anprerson. Then why not let him find out ? 

Mr. Price. We tell him, but we don’t give him internal documents. 
That is the difference, with the exception I just mentioned. 

Senator ANpErson. You regard this Reactor Safeguards Committee 
report as an internal document ? 

Mr. Price. That is right. The Commission does, and so does the 
Committee, I believe. 

Senator Anperson. Do I understand in the Michigan case that Mr. 
Cisler did not see the Reactor Safeguards Committee report ? 

Mr. Price. No, sir. As I said a while ago, in six cases we made 
this exception. 

Senator Anprerson. Would you state here that he did not see it 
before you made these public? 

Mr. Price. He saw the Reactor Safeguards Committee report as ¢ 
means of letting him know what the problems were. 

Senator Anprerson. That is fine. 

Mr. Price. What we should have done was tell him the problems 
and not give him the report. 

Senator Anperson. But you did let him see it? 

Mr. Price. We did give it to him and made it public. 

Senator Anperson. That is right. You let him see it. 

Mr. Price. That is right. 

Senator Anperson. You made it public several months later. 

Mr. Price. That is right. 

Senator ANnperson. When you talk about Consolidated Edison, you 
said you would not let them see it. What is the difference between 
Mr. Cisler and Consolidated Edison ? 

Mr. Price. The Consolidated Edison report has also been made 
public. 

Senator Anperson. Let us take one that has not been made public. 
You said you would not let him see it. You would tell him about it. 
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But you did let Mr. Cisler see the report before it was made public. 
Mr. Price. That is right. . ; 
Senator Anprerson. What is your policy, to let them see it or not 

let them see it ? 

Mr. Price. No, sir. Our policy is that these are internal documents 
and we will not let the applicant see it. 

Senator Anperson. Then why did you let Mr. Cisler see an internal 
document ? 

Mr. Pricer. I think, sir, the only way I can answer that is that we 
wanted to be sure that—this was one of the first cases we had, and I 
think we made a mistake there. I will take a lot of credit for that 
mistake—we wanted to be sure that the applicant knew what the haz- 
ards were. I think the proper way to do it, and the way we are doing 
it now, and the way we intend to continue to do it is to be sure that 
the applicant knows what the hazards are, whether they came from 
the Advisory Committee or from our own staff, but we will do that 
without giving him copies of internal documents. That is our prac- 
tice. I think that we have had a few growing pains here, if I may 
say so, and maybe we did it wrong in a few cases. I think that is the 
whole answer, sir. 

Senator ANpERsON. My own variation with you on the question of 
mistake is that I think if you were going to let Mr. Cisler know, you 
might let the public know. 

Mr. Price. When the public developed an interest in his case we let 
the public know what he knew. 

Senator Anprerson. I don’t think he has any more right to these 
internal documents than the general public. 

Mr. Price. I certainly agree with you. I could not agree with 
you more. 

Mr. Fiexps. I certainly agree. 

Mr. Pricer. It is our policy and the practice, I believe, is under 
control that we will put in the public domain either in our document 
room where the world can see it, or in the Federal Register, everything 
that we give tothe applicant. This I agree with, sir. 

Senator Anperson. I won’t get into the Godiva story. We know 
you did not make that public very early. 

Mr. Srrauss. Senator, I wish we could get into that. 

Senator Anperson. I would be happy to. 

Mr. Srravss. I think it has been blown up out of all semblance 
to its importance. Some of the stories refer to it as the reactor which 
it wasnot. It wasacriticality experiment. 

Senator Anperson. You had the same rule for the criticality ex- 
periments as you did for the reactors. I have a copy of that here 
someplace. 

Mr. Srrauss. I don’t know what you mean by the same rule. 

Senator Anverson. This is a letter from Mr. Fields, dated February 
6, 1957, to Heads, Divisions and Offices, Headquarters and Managers 
of Operations, Subject: Providing Information on Reactors to Divi- 
sion of Reactor Development : 

The Division of Reactor Development has been assigned the primary responsi- 
bility for maintaining current at all times a list of all reactors built, building 
or planned in the United States, whether for domestic or foreign locations. The 


list includes both civilian and military reactors, both classified and unclassi- 
fied. It includes reactors for all purposes such as research, testing, training, 








40 GOVERNMENTAL INDEMNITY AND REACTOR SAFETY 


production, propulsion, experiment, and power. It also includes critical experi- 
ments and zero-power reactors. The status of each reactor on the list is also 
given, that is, whether it has been dismantled or has operated and is in being 
or is being built or is planned. 

So that critical experiments were certainly in the same category 
as reactors as far as furnishing information is concerned. 

The paragraph on the second page reads: 

This information should be transmitted directly to the Division of Reactor 
Development in Washington. The Washington phone extension for receipt 
of the information is 634. 

I assume there was a complete desire to know everything that was 
going on with reference to these critical experiments / 

Mr. Srrauss. Senator, I am sure that the committee must be aware 
that there was no attempt on the part of the laboratory at Los Alamos 
to withhold this information from the Commission, or on the part 
of the Commission to withold it from the Joint Committee. 

Senator Anperson. You would admit that the general public had 
the information before the Joint Committee. 

Mr. Srrauss. I don’t know when the general public had the in- 
formation, Senator. I heard about it when I was on the Pacific coast. 

Mr. Fretps. It is true, Senator, there were some errors In this case 
of how the information got to the Joint Committee. I think we 
should admit them. We got word to you after it had gotten into the 
press information. This was a mistake. 

Senator Anperson. And after being given privately to Nucleonics 
magazine. 

Mr. Frevps. Yes. 

Senator Anperson. Why it was given to the magazine rather than 
the wire services, I don’t know, but. they had se veral days’ lead. We 
ought to be on the same parity as the wire services. 

Mr. Fretps. When this started out there was a feeling very defi- 
nitely that this was such a minor incident in an operation that goes 
on day after day that there was no particular point in even making 
an announcement out of it. 

Mr. Strauss. I inquired, Senator, because I was interested while 
I was on the coast as to the force of this explosion. I asked to have 
it related in terms of something that I could understand, and I was 
told that it was about the equivalent of the explosion of two shotgun 
shells. I can therefore understand the reluctance of the people who 
were involved to treat it as an accident of any proportions. 

Senator Anperson. I would be glad to go into it at a later time and 
not today. I think it would be perfectly apparent that the people 
at, Los Alamos might have treated it as a matter of minor importance, 
but that the W: ashington office did not look at it that way. I will 
be glad to go into it day by day if you desire. This is as good a time 
as any if that is what is desired. 

The accident happened on February 12. You can check this chro- 
nology with your me records at a later time, or now. 

On’ Febru: ary 13, Dr. Norris Bradbury and other officials of the 
Los Alamos Laboratory, after due consideration and knowledge of 
the accident, decided the incident was not serious enough to warrant 
notification to AEC within 24 hours of the accident as is required in 
serious accidents. The Laboratory officials decided that the report of 
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the incident would be made to the AEC as a routine matter in the 
monthly progress report for the month of February which the Labo- 
ratory normally would submit to AEC some time in March 1957. 

On the same date, Dr. D. K. Froman, Technieal Associate Direc- 
tor, Los Alamos Laboratory, telephoned AEC headquarters, Wash- 
ington, D. C., at which time he spoke with Dr. Spence and Dr. 
Schreiber, both representatives of the Los Alamos Laboratory who 
were, at that time, visiting AEC headquarters in Washington, D. C. 
During his conversation with the latter two individuals relative to 
another matter, Dr. Froman informed them of the accident to Godiva. 
Dr. Spence and Dr. Schreiber informally advised AEC representa- 
tives in the Division of Reactor Development of this matter. 

On February 28, Dr. Glen W. Wensch, Reactor Development Divi- 

sion, AEC, Washington, D. C., telephoned Los Alamos Laboratory 

md requested details of the incident. Wensch orally was fur- 
ail details by the scientists who had been conducting the experi- 
ment at the time of the accident. Wensch recommended to the 
Laboratory that a report of the incident be made to Nucleonics mag- 
azine. 

Mr. Srrauss. To be made or had been made ? 

Senator Anverson. To be made. Wensch, the following day, dis- 
cussed the matter with other AEC representatives in Washington 
headqu: irters, including James L. Morrisson, Office of the General 
Counsel, and L, P. Gise, Division of Military Applications, with re- 
gard to the effects this incident could have on the PRDC hearings being 
conducted. 

On March 1, 1957, based on his conversation with Wensch and Mor- 
risson, Mr. Gise telephonically contacted Richard G. Elliott, Office 
of Public Information, AEC, Albuquerque, and Dr. D. K. Froman, 
Technical Associate Director, Los Alamos Laboratory. Gise_ re- 
quested that the Laboratory submit a full report of the accident to 
AEC, Washington, D. C., as W. Kenneth Davis, Director, Division 
of Reactor Development, expected to testify at the PRDC hearing 
March 8 or March 11 and desired to have full knowledge of the inci- 
dent to discuss at the hearing. Mr. Froman was requested to have 
the report in Washington prior to March 8. Dr. Froman was also 
requested to have the Laboratory prepare a suggested press release 
corncerning the accident to be submitted to W ashington headquarters, 
AEC, for review and approval. 

On March 4, 1957, a memorandum bearing this date was prepared 
by Dr. Glen Ww. Wensch, AEC, Washington, D. C., setting out the 
details of the accident based upon the information he had received 
telephonically February 28, 1957, from Los Alamos. Dr. Wensch 
pointed out that failure to public ‘ly release information of this nature 
could cause criticism similar in nature to what occurred when infor- 
mation relative to an accident involving EBR-1 was withheld. He, 
in the memorandum, also suggested that a press release should be 
made at Los Alamos than in Washington, D. C., because coming from 
the Laboratory it would attract less attention. 

On this same date, a teletype was sent from Dr. Bradbury, Los 
Alamos Laboratory, to General Starbird, Director, Military Appli- 
cations, AEC, Washington—attention, Mr. L. P. Gise and Mr. W. 
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Kenneth Davis, which teletype contained the full report of the acci- 
dent. 

On March 5, 1957, teletype from Los Alamos Laboratory to Rodney 
Southwick, Division of Information Services, AEC, Washington, 
D. C., with copy to General Starbird, Director, Military Applica- 
tions, was transtaitted and contained a suggested press release from 
the Los Alamos Laboratory concerning the accident. 

On March 8, 1957, a teletype from AEC headquarters to Los Alamos 
Laboratory was received on this date, on Friday, at approximately 
5 p.m. The teletype set out a revised press release concerning the 
accident which AEC headquarters, Washington, D. C., requested the 
Laboratory to issue in lieu of the release previously suggested by the 
Laboratory. The teletype stated that the revised press release had 
been concurred in by the AEC staff and was now before the General 
Manager for his approval. 

I do think that I should say there for General Fields that when I 
talked to him I am convinced that is the first he heard of this as being 
serious in any way, and it had not come to his attention. I would not 
want the record to indicate that on March 8 he got it in his hands and 
did something with it. 

On March 11, on that date, Monday morning, a teletype was trans- 
mitted to AEC headquarters, Washington, D. C., from Dr. Bradbury 
advising that the Laboratory did not desire to release the suggested 
AEC press release in view of the fact that AEC had declined to accept 
the Laboratory’s suggested release and had substituted its own. The 
teletype pointed out that the Laboratory did not consider the revised 
press release as their own and because of this and the fact that the 
Laboratory did not understand the purpose for the release it was 
recommended that AEC issue the release. 

On the same day, a letter dated March 11, 1957, was transmitted 
from the Laboratory to the editor of the Nucleonics magazine setting 
out a report of the “Godiva” accident and enclosing four photographs 
of the assembly after the accident. The letter made mention of previ- 
ous intercourse between the Laboratory and the editor of Nucleonics 
relative to the accident. 

On March 15, 1957, on instructions from AEC headquarters Wash- 
ington, D. C., AEC, Albuquerque, the morning of this date, issued to 
news services in Albuquerque, N. Mex., the press release which had been 
written at AEC headquarters, Washington, D. C., and which the 
Laboratory had declined to issue as itsown. The press release carried 
release time as 12 noon (mountain standard time) (12 noon Albu- 
querque, N. Mex.). 

Associated Press put the story on the wires and converted the 12 
noon (mountain standard time) release time to 10 a. m. eastern stand- 
ard time, Washington, D.C. This was an error in that 2 hours should 
have been added rather than subtracted in converting to eastern 
standard time. The correct release time in Washington, D. C., should 
have been 2 p. m., eastern standard time. 

The report of the accident was broadcast in Washington, D. C., 
approximately at 10 a. m. this date—approximately 2 hours prior to 
its release time in New Mexico, where the news release reportedly 
originated. 

At 11:03 a. m., March 15, 1957, a letter addressed to the chairman 
of the Joint Committee, which was dated March 14, 1957, from the 
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Assistant General Manager, AEC, was received at the Joint Committee 
office. This letter contained a report of the accident to “Godiva,” a 
critical assembly, and represented the first formal notice the committee 
had of the incident. 

At 2:27 p. m., March 15, 1957, the press release which was to be 
issued by the Albuquerque Operations Office of the AEC that date, 
March 15, relative to the accident was received at the Joint Committee 
office. 

On March 18, 1957, the afternoon of this date, 3 days after the news 
release of the accident, the AEC congressional liaison representative 
in conversation with a member of the staff advised that the delay 
in advising the Joint Committee of the accident lay with Los Alamos 
in that Washington had no knowledge of the incident until the day 
before the Joint Committee was advised. 

Mr. Srrauss. Mr. Chairman, may I respond to the Senator? 

The CHamrman. Yes. 

Mr. Strauss. I think, Senator Anderson, that this is a case where 
the term “accident” is a misnomer. This is the kind of mishap that 
occurs in the course of experimentation and of which we may have 
examples in the future. It raises the question in my mind as to how 
far the Joint Committee wishes to go in requiring reports on laboratory 
experiments which for one reason or another destroy the equipment 
employed. As it happens, I did not know of this incident until I read 
it in the paper. But when I read the description of it, it did not occur 
to me as necessarily one which I felt that I should have been informed 
of instantly. I was in Los Alamos within the last 10 days. I spent 
a day and a night and part of another day there. The matter was 
not mentioned in conversation. ‘The scientists engaged in this opera- 
tion obviously regarded it as of no concern and no magnitude. I 
regret the fact that it is described as an incident. It is a laboratory 
mishap. 

Senator AnpErson. You said you did not regard it as an accident. 

Mr. Srravuss. I would not by the description which I have read 
of it, sir. 

Senator Anperson. When Mr. Davis was testifying in the PRDC 
case he was asked about that, and was pinned down and finally said 
it was an accident. 

Mr. Srrauss. It is a matter of definition, Senator. I would not 
regard that as an accident. No one was injured. No contamination 
resulted that was outside the container of the critical assembly, and I 
would assume that this was the sort of thing which we might expect 
to happen with some frequency in the future. 

The Cuarrman. What was the dollar value? 

Mr. Srrauss. I am unable to answer that, Mr. Chairman. I would 
think it was quite small. 

Mr. Fieips. My information is that it is of the order of a thousand 
dollars, or something in this neighborhood. 

Senator Anprrson. I think $3,000 was the figure they published, 
but I would agree it is very small. 

Mr. Fretps. Yes. It is not under the criteria that requires a special 
report to us. Could I make one statement on this, sir? Apart from 
the errors that were made in coordinating the time of this release 
with notification to the Joint Committee—and I admit there that we 
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did slip and I am sorry for it—I believe that one can ascribe to what 
happened here from the date that this took place on February 12 up 
through to when it was released as due to the fact that we ‘felt we 
should say something about it, but how could we say that it was not 
taken as a tremendous reactor accident, because it is not that. There 
was no intent to withhold information. There was an attempt to see 
what we could say about this so that people would understand it 
properly. That was the reason that it has taken some time in this 
process to do it. 

Senator ANprerson. There was also the fact that the PRDC hearing 
Was going on. 

Mr. Frevps. That had something to do with it. We would have 
considered putting this out whether that hearing was going on or 
not, sir, in view of the concern with respect to what “happens in 
reactors and experiments, and so forth. 

Senator AnpErRson. Why do you think it was necessary to notify 
Nucleonics magazine ahead of the Joint Committee / 

Mr. Fieps. This apparently is a side issue that I will have to look 
into. I believe it has something to do with the technical man believing 
that there is some information here as to what happens. There is a 
difference between a prompt criticality and a delayed criticality. It 
is in this area of scientific information that there is apparently an 
interest in reporting it. It was no more than that and it has nothing 
todo with it being an accident in so far as I know. 

Mr. Srrauss. Mr. Chairman, I take a very dim view, and I think the 
Commissioners would, of the transmission of such information to one 
news medium rather than to all. That is not our policy. 

Senator Anperson. I am sure I would be the first to agree that is 
the truth. 

The CuairmMan. I believe you can arrive at different conclusions in 
a situation where the matters are somewhat alike. That goes into 
many, many questions. That is one reason why the committee wanted 
a full interpretation of the Commission. 

( Pertinent correspondence from Nucleonics magazine follows:) 


NUCLEONICS, 
New York, N. Y., March 29, 1957. 
Representative Car, T. DURHAM, 
Joint Congressional Committee on Atomic Energy, 
Washington, D. C. 


Dear Mr. Durnam: I am writing you with reference to the mention that 
was made of Nucleonics on Monday, March 25, during the hearings on liability 
coverage. This was in connection with the release of information on the Godiva 
incident. 

Although I believe no criticism of Nucleonics was intended, I thought the 
situation might be clarified if I were to describe what happened, as I under- 
stand it. 

First, I should point out that in the October 1955 issue of Nucleonics, we pub- 
lished a technical description of Godiva—what it was and how it operated. 

After the accident on Godiva, we learned from the people at Los Alamos that, if 
we were interested, the same scientist who authored the earlier technical article 
for us would write a followup technical note describing the accident. It was 
made quite clear to us that a general press release was being considered for 
issuance first, about 1 month prior to the time we could actually publish the 
technical note. The press release was put out for publication on March 15. Our 
story will come out April 8. 

Thus, not only did Nucleonics not get an “exclusive” but our publication is to be 
considerably after the first release date, 
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I should point out that whenever the Atomic Energy Commission issues a press 
release, we on Nucleonics ask ourselves whether any detailed information not 
included in the general release would be useful for our specialized readership. 
Frequently, we will then go to the source of the information and ask for consider- 
ably more detail. Sometimes, the scientist or engineer involved in the work 
described in a press release wants to follow the normal custom of having a 
technical paper appear over his name in the technical literature. And so, if 
Nucleonics happens to be his choice of where he wants to publish, a technical 
paper or note will be sent to us in parallel with the issuance of the general press 
release, with the realization that Nucleonies, with its monthly schedule, cannot 
“beat” the daily press. And I should point out that we believe our stock in trade 
is not scoring “beats” on the daily press, but giving our readers full background 
and interpretive commentary on events as they occur. 

[ would also like to point out that Nucleonies has gone on record in the past 
(for example, in an editorial on Nuclear Accidents Are Everybody's Business in 
the May 1956 issue) favoring full release of information on accidents in the 
nuclear field. 

In addition to the need for informing the general public, there is also the need 
for informing technical and administrative people in the atomic-energy field 
itself. Information release through responsible channels directed at a technical 
nudience insures balanced and thoughtful treatment of the results reported. 
The inability of most lay publications to maintain staffs capable of the necessary 
discrimination and the need to appeal to mass audiences tends to result in a 
Inore sensational treatment of the material than the actual scientific facts merit. 
One need only scan the headlines covering the Godiva incident as they appeared 
in certain newspapers to see what is possible here. (We recognize that there is 
involved here a whole area of education for lay reporters and do not wish this 
to be construed as a blanket condemnation of a medium that has done so much 
to foster public understanding of atomic energy. ) 

It would be most unfortunate if policies were to be established that diminished 
the flow of normal technical information because of a blanket requirement that 
simultaneous release be made to the general press. 

I sincerely hope this letter is helpful to the committee. If it is possible, I 
would very much appreciate it if this letter could be inserted in the record of 
the liability hearings. 

Sincerely yours, 
JEROME D. Luntz, Editor. 

(Dictated by telephone by Mr. Luntz but signed in his absence. ) 


The Cuarman. How many more Commissioners have statements / 

Mr. Srrauss. That completes our presentation. 

The Cuarrman. Do you desire to question the Commission any 
further 

Senator Anperson. No. 

Representative JENKINS. No, 

The Cuamrman. Then I suppose we can recess the Commission for 
this afternoon, and take up the industry people. 

( Discussion off the record. ) 

The Cratrman. It suppose you better come back at 2 o’clock. 

Mr. Fretps. Mr. Chairman, we could supply written statements to 
those questions, if you would wish, for the record. 

The Cuarrman. That would be all right with me, Senator. 

Mr. Srravuss. Mr. Chairman, at the conclusion of this meeting, I 
would like to have a very brief session with you and such members of 
the committee as remain, to give you a piece of information. 

Senator Anperson. I have no further questions. If questions occur 
to us after we have had discussions with the insurance people, we 
might like to submit the questions to the AEC, and would you then 
supply us with additional information ? 

Mr. Srrauss. Yes, sir. 
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(The information referred to follows :) 


UNITED States ATOMIC ENERGY COMMISSION, 
Washington, D. C., April 8, 1957. 
Hon. Cari T. DURHAM, 
Chairman, Joint Committee on Atomic Energy, 
Congress of the United States. 


DeaR Mr. DurHAmM: In his letter of March 20 to me, Mr. Ramey asked that 
the Commission be prepared to testify at the March 25 hearings on the Anderson- 
Price bills on the following matters: 

1. The rates, terms, and coverage of private insurance for reactor hazards. 

2. A description of AEC research projects on reactor hazards. 

3. Comments on the desirability of the public availability of Reactor Safe- 
guard Committee reports on power reactors. 

4. Information and comments on the status of AEC regulations or policies 
which would establish criteria or factors as to the location and other safety 
arrangements with respect to reactor hazards. 

At the conclusion of our testimony on March 25, you asked that our comments 
on these matters be submitted for the record. Accordingly, we are attaching 
for the record our comments on the matters mentioned above. 

Sincerely yours, 

K. E. FieLtps, General Manager. 


1, COMMENT ON THE RATES, TERMS, AND COVERAGE OF PRIVATE INSURANCE AGAINST 
REACTOR HAZARDS 


The Commission has reviewed the information which has been made available 
by the insurance syndicates on rates, terms, and coverage of liability insurance 
against reactor hazards. 

As stated in the testin:ony presented to the committee by the Commission on 
March 25, the amounts of coverage offered, while considerably larger than those 
hitherto available to other industries, are still inadequate in view of the remote 
possibility of claims for injury and damage in very much larger amounts. This 
necessitates Government indemnity legislation so that not only will the public 
be adequately compensated for injury or damage but also those engaged on pro- 
posing to engage in atomic energy activities will not be threatened with bank- 
ruptcy. 

With regard to the terms of the private insurance, we have considered them 
as they might apply to the protection of the public in the event of an accident. 
Our concern has been that there be no gaps between the private coverage and 
the Government indemnity insofar as the protection of the public is involved, 
and we have offered comments on the proposed legislation designed to assure that 
such gaps do not occur. 

In announcing the tentative liability insurance rates, the syndicates have 
indicated that the base rates for the first million dollars of coverage will be 
determined from analysis of type, use, size, location, and containment of the 
facility. The rates for additional coverage over the first million dollars will be 
established on a sliding scale ranging from 50 percent of the base rate for each 
of the next $4 million, to 2.5 percent of the base rate for each million over $40 
million. The minimum rate for any million dollar increment of insurance is 
$1,000 for power reactors and $500 for test and research reactors. After 10 
years, all rates are subject to refunds based on loss experience. 

The cost of this insurance for the power reactors is unquestionably larger 
than that for normal liability insurance carried by utilities. On the other 
hand, insurance does not appear to be as significant an element of cost in the 
eventual economics of nuclear power as the problems of improving technology 
and achieving volume in manufacturing so as to reduce direct construction and 
operating costs. : 

It appears that the relative cost of insurance will be higher for small power 
reactors than for larger ones. However, when one considers that other costs 
for the smaller projects will probably also be relatively higher, it is likely that 
the insurance costs will have no greater relative effect on the total cost of 
power from small reactors than from large. In addition, the difference may 
be somewhat offset by the provisions of 8. 715 which will allow the Commis- 
sion to fix a lesser amount of required private financial protection for the small 
facilities than for the large ones. 
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The estimated cost for liability insurance for research reactors seems to be 
relatively high, as compared both to the cost of liability insurance for larger 
reactors and to that of normal liability insurance usually carried, particularly 
for the educational institutions that will own many of them. Again, in these 
cases, the amount of private insurance required by 8S. 715 for research reactors 
would be smaller than for the large power reactors and might be further adjusted 
for the small research reactors. 

The insurance syndicates, in announcing their rate structure, have given no 
indication of availability or rates of liability insurance in less than $1 million 
units. For critical assemblies and many of the low-power research reactors, the 
potential hazard may well be such that the required insurance should be well 
under this amount. Availability of insurance and rates in these low ranges 
must be developed by the insurance syndicates. 

Any analysis of the impact of these rates on the atomic-energy industry must 
take into consideration the fact that the plan of the insurance industry to recalcu- 
late retrospectively the premiums beginning with the 10th year should substan- 
tially reduce the costs of this coverage. If there are no sizable losses, the 
policyholders will have refunded to them a large fraction of the premiums which 
they will have paid. 


2. DESCRIPTION OF AEC RESEARCH AND DEVELOPMENT PROJECTS ON REACTOR 
HAZARDS 


INTRODUCTORY 


Safety of reactors is based primarily on full knowledge and understanding of 
each type of reactor and its characteristics and special problems. As each new 
reactor is built, tested, and operated, the values of its temperature coefficients 
are established and analyzed, and evidence is obtained of its operating stability 
and of the reliability and endurance of its equipment, materials, and instrumenta- 
tion. Operating experience also affords opportunity for developing and using 
efficient and safe methods of handling spent fuel and waste products, and im- 
proved equipment, materials, and instrumentation. Thus, in a very important 
sense the entire reactor-development program can be considered as a safety 
program. 

From the Commission’s earliest days, AEC scientists and engineers have been 
concerned about safety. Each reactor project, both military and civilian, has 
been examined in detail as to safety. In many of these individual reactor 
projects it was considered advisable, to assure safety, to conduct a specific re- 
search and development program on a particular concept or program. 

Examples of experiments specifically addressed toward the obtaining of safety 
information are provided by Borax I and EBR-I. 

Experimenters of the Argonne National Laboratory used the Borax I reactor 
for a series of experiments until the fuel elements in the reactor core had been 
nearly exhausted metallurgically. A final experiment was then carried out in 
which the reactor was intentionally allowed to destroy itself. Valuable data on 
reactor runaway behavior were thus obtained. 

During the operation of the Experimental Breeder Reactor No. I over a period 
of years, a temperature instability was observed. The reactor was then put 
through a series of experiments which deliberately included operation in the 
zone of instability and rapid power increase. During the last of these tests, 
meltdown of the core occurred. 

In neither of these tests was anyone injured nor was there any offsite damage. 
The experimental boiling water reactor, placed in operation last December, 
may be cited as an example of the special safety testing which is done on a 
specific reactor before it is operated. As the water in this reactor boils, the 
steam bubbles force water from between the fuel plates and thereby create 
voids. These voids are important in the inherent safety of boiling water re- 
actors. To stimulate the effect of these voids during the startup of the experi- 
mental boiling water reactor, foam-type polystyrene was packed into the 
reactor core. This enabled reactor design personnel to measure experimentally 
temperature coefficient and void effects at low temperatures. 

The experimental boiling water reactor core vessel is much stronger than 
the theoretical design value of 600 p. s. i. (normal operating pressure). The 
outer containment is the result of experimental and theoretical work. It is 
80 feet in diameter, 119 feet high, and enclosed 500,000 cubic feet of air and has 
the primary function of keeping any possibly radioactive steam or air from 
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escaping to the outer atmosphere. As a further example of reactor safety on a 
project basis, this containment vessel was pressure tested for 8 days. Air 
pressure inside the vessel was maintained at 15 pounds per square inch, and 
instrument readings on and within the shell were taken every 2 hours. 


THE GENERAL REACTOR SAFETY PROGRAM 


The Division of Reactor Development has the responsibility to plan and 
direct the Atomic Energy Commission’s research and development program on 
reactor safety. This is done on a specific safety program basis and, where 
appropriate, on an individual reactor project basis. The theoretical approach 
is used to supplement experimental research. These programs are identified 
individually hereinafter. 

Increasing amounts have been spent on the general reactor safety program. 
In the fiscal year 1955, one-third million dollars was spent. In fiscal year 
1956 this amount rose to $144 million. Expenditures in fiscal year 1957 will 
amount to approximately $5 million and for fiscal year 1958 a program is 
planned in terms of $8 million. In addition to the general reactor safety pro- 
gram, there has been budgeted for a fast reactor safety program about $114 
million for fiscal year 1957 and $2% million for fiscal year 1958. These figures do 
not include the amounts spent directly for safety on the individual military 
reactor projects or civilian reactor projects such as Borax I. They also do not 
include the money spent to develop means of disposing safely of radioactive 
wastes. This is a separate program which is also concerned with the health 
and safety of the public. 

SAFETY TEST REACTORS 


Of particular significance and importance in matters of reactor safety are 
the seven thermal and fast reactors devoted to safety and transient testing 
i. e., testing the dynamic behavior of the reactor when subjected to both sudden 
and slow changes in reactivity. Three are built (SPERT I, KEWB I, EBR 1) 
and four are in design or construction (SPERT II, SPERT III, KEWB II, 
TREAT). All of these reactors are presently or will when built be devoted 
exclusively to safety research. 


THERMAL REACTORS 


The thermal reactors are the SPERT series (special power reactor excur 
sions test) at NRTS and KEWB series (kinetic experiment on water boilers) 
near Los Angeles. 

SPERT I is an unpressurized tank type, water moderated reactor which be- 
came critical July 11, 1955. It was specifically designed for transient testing 
and has given valuable information which has been specially reported to access 
permit holders and others. 

It should eventually indicate, among other things, what design character- 
istics are necessary to prevent divergent power oscillations on normal reactors. 
Information on the temperatures that will cause the fuel element to melt during 
a transient should also be obtained. As part of this program, there is also 
a theoretical study of the experimental phenomena. 

From the SPERT work it is felt that crucial information can be obtained about 
transients in water-cooled reactors by new and specifically directed studies of 
bubble formation and of heat transfer from the fuel element to the water. This 
will include experimental treatment as well as additional theoretical work on 
establishment of a mathematical model of the SPERT instability. 

SPERT II is to be a pressurized water reactor of medium pressure and 
temperature, 300 p. s. i., 400° F., designed to fill in test technology between SPERT 
I which is umpressized and SPERT III which is high pressure. It is now in 
design. The estimated construction completition date is June 1958 at an esti- 
mated cost of $2 million. It will use D.O or H-2O as a moderator. Reflector 
thicknesses can be varied: solid reflectors can be used. Its purpose is to obtain 
information leading to safer design of this type reactor. The neutron lifetime 
will be measured under various conditions, the effect of water flow will be deter 
mined, both up and down through the core, and transients will be run under 
various conditions. There are no heat exchangers and the steam will be vented 
to the atmosphere. 

SPERT III is also a pressurized water reactor designed to operate at high 


»~ 


temperature and pressure, 2.500 pounds per square inch and 668° F. It has 
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two 380-megawatt heat exchangers with the shell side vented to the atmosphere. 
The core vessel is designed for 3,500 pounds per square inch. Construction is 
currently underway and is scheduled for completion early in 1958 at an esti- 
mated cost of $2,500,000. 

The purpose of SPERT III is to develop safety information on the operation 
of high-pressure water reactors. This will be done by basic transient studies. 
Investigations will be made into startup accidents, the first being the “blind 
startup,” i. e., no nuclear instrumentation in the subpower region. This startup 
accident study will continue by extending the ramp beyond the subpower 
region. 

“Cold water” accidents will be investigated by operating on one coolant loop 
and suddenly bringing on the second loop at a lower water temperature. This 
increases the reactivity and produces a transient. Small experiments of this 
type have already been performed on the Nautilus prototype at NRTS. 

Loss of flow studies will be made. Also boiling studies will be made under 
(1) steady state conditions and (2) transient conditions with natural convection 
bulk boiling and forced convection nucleate boiling. 

KEWB I is a homogeneous water boiler reactor, costing $500,000, that became 
critical in July 1956. It has a spherical core vessel and graphite reflector and is 
rated at 50 kilowatts. It is located in the Santa Susana Mountains near Los 
Angeles and is operated by North American Aviation. 

It is also a test reactor, designed to obtain data which will lead to safer de- 
signs of water boilers. One characteristic of this type of reactor is that radiolytic 
gases are released. These form voids which create a shutdown mechanism which 
is a more effective shutdown device than the negative temperature coefficient. 
However, hydrogen and oxygen can be present in explosive amounts and a re- 
combiner is necessary. KEWB I will be used to make transient investigations 
and will also be used to investigate the various operating parameters such as 
(1) void volume above solution, (2) initial solution temperature, (3) initial 
core pressure, and (4) initial power level and many others. 

As an example of the use of the experimental boiling water reactor, the operat- 
ing power of the Armour Research Foundation’s new water boiler reactor has 
been limited to 10 kilowatts, although it is designed for 50 kilowatts. It is 
deemed advisable to run transient tests on KEWB and do other experimental 
work before full power operation is authorized for the Armour reactor. 

KEWB II will study the effect of different core shapes on water boilers. It will 
cost approximately $800,000, and will be operational in early 1958. 


FAST REACTORS 


EBR-1: A new core is being fabricated for the Experimental Breeder Reactor-1 
(located at NRTS). This core, together with modifications in the reactor itself, 
is scheduled for installation soon and the reactor should go critical once again 
in August 1957. It will be used to investigate various problems of instability 
associated with the EBR-1 reactor. To investigate the temperature coefficients of 
reactivity the new EBR core (designated Mark III) will be provided with 
special devices so that when the core is assembled and clamped together, it will 
form a rigid assembly and prevent fuel-element bowing. 

Upon completion of the experiments on the rigidized EBR-1 core, the fuel- 
element pins and subassemblies will be modified so that the bowing of fuel 
elements can occur. Tests will again be conducted so that effects of fuel-element 
bowing upon nuclear stability may be studied. 

In addition, investigation can be made of the significance of series as compared 
with parallel flow on the creation of resonances, and valuable experience will be 
obtained on the feasibility and reliability of oscillator tests as a means of deter 
mining the nuclear stability of fast reactors. 

TREAT: A new facility is being designed by Argonne National Laboratory in 
conjunction with Los Alamos Scientific Laboratory to determine melt down 
behavior of simulated fast reactor fuel elements under nuclear conditions. 
Designated the Transit Reactor Test Facility (TREAT), this project is in early 
design stage, is planned for construction at NRTS, and is not expected to become 
operational until June 1958. <A tool useful for this investigation will be high 
speed movies made during melt-down tests. 

In addition, work done with critical assemblies at the Los Alamos Scientific 
Laboratory is providing valuable theoretical and analytical assistance to the 
fast reactor transient program. Studies with the Godiva critical facility which 
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is being replaced, will continue. The Godiva experiments, including the recent 
accident, have furnished us with valuable information concerning assemblies of 
critical masses in a fast system. 


NUCLEAR MELT-DOWN PROGRAM 


A problem which arises primarily with fast reactors is the possibility the fuel 
elements could melt down, assemble in a critical mass, and thereby cause a 
nuclear explosion sufficient to breach the reactor vessel. This problem is being 
attacked in several ways: 

(a) Studies of behavior of fuel elements when melted by nuclear means 
are planned to be made in the TREAT facility, referred to above. 

(b) A cooperative program of theoretical and experimental analysis of 
the energies which could be released by such an assembly following a 
meltdown is being pursued psing Godiva reactors, by the Los Alamos Scien- 
tific Laboratory and the Argonne National Laboratory. 


METAL-WATER REACTION AND METAL-IGNITION PROGRAM 


It is recognized that a power excursion in a reactor or the loss of coolant from 
the core might cause destruction of the reactor by the chemical energy released 
through metal-water reactions. 

There are a number of programs being conducted which are investigating both 
the nature and the consequences of such reactions. 

At Columbia University a metal strip in water is used to simulate a fuel 
element in moderator. A nuclear excursion is then simulated by sending a 
tremendous electric current through the metal strip. The melting or vaporiza- 
tion that occurs in the water environment is photographed by a highspeed motion 
picture camera. This work is being coordinated with other work in this field. 

The Aerojet-General Corp. at Azusa, Calif., is studying the kinetics involved 
when molten metal is sprayed into water. An explosion dynamometer measures 
the energy released and the cooled metallic particles are analyzed carefully for 
amount of oxide, metallic structure, and other results. 

In addition Aerojet has a long-range theoretical approach designed to provide 
a basic understanding of the process. 

A few inpile tests have been conducted to determine if the mechanism of a 
metal-water reaction is affected by a strong radiation field. To date the evidence 
is not conclusive and more of these tests are needed. 

An entirely different approach to this problem is being made by KAPL 
wherein NaK at room temperature is used as the molten metal, and water vapor 
in an inert gas is used as the reacting water. This simulates the steam blanket 
that will always exist where a molten metal contacts water. 

Other experiments have also been conducted, none of which have provided the 
desired result—namely, what forces can be expected in a reactor from metal- 
water reactions, why, and under what conditions. 

It is generally known that many spontaneous ignitions of uranium, zirconium, 
and other metals have occurred. These ignitions have occasionally taken place 
in metal initially at room temperature and even in apparently bulk metal. A 
study of the circumstances surrounding each ignition did not definitely indicate 
the cause. 

It is desirable, of course, to find out the nature of these conditions. The 
Argonne National Laboratory is working on this by studying the oxidation reac- 
tions of uranium and other metals. The United States Bureau of Mines, at 
Pittsburgh, is doing research on the sensitivity of zirconium to friction, impact 
forces, thermal stimuli, and electrostatic stimuli. 


REACTOR FUSES 


As a final possible device to keep a reactor from “running away,” we have 
undertaken research and development on reactor fuses. 

Organizations such as General Electric and Westinghouse have done develop- 
ment work on reactor fuses, although the major effort at the present time is 
through North American Aviation. 

Research reactors appear to be adaptable to the use of fuses and present 
development is pointed toward using a vacant fuel element space or a vacant 
reflector element space for the fuse. The idea behind this type fuse is to store 
a reactor poison such as BF; in the fuse mechanism above the core. This poi- 
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son will be automatically released into a fuse receiving chamber which will be 
designed to fit into the vacant fuel or reflector element space and thus shut down 
the reactor when the power level is too high or when a power excusion takes 
place. 

It is desired to develop fuses that are extremely fast, reliable, not subject to 
false scrams or small variations in power level, earthquake proof, tamper proof, 
and “fail safe.” 

An important parameter is the response time of a fuse. Present development 
indicates this can be worked out satisfactorily. For long reactor periods the 
fuse will operate as a function of the power level and the response time is less 
important. 

Work is also proceeding on fuses for power reactors, Although the general 
operating principle will be the same as for the research reactor, it is estimated 
that the development will be more difficult. 

As yet it is too early to say definitely that effective reactor fuses can be 
developed. 

REACTOR CONTAINMENT 


Reactor containment is the final means of assuring that the health and safety 
of the public is protected in the very unlikely event of all other safety devices 
failing. 

Some reactors have been built within a steel shell which would contain a 
blast if it were to occur and would also contain any fission products that were 
released. These steel, gastight containers utilize pressurized doors. A con- 
crete lining is sometimes used to stop missiles or flying fragments which might 
possibly result from an explosion. The EBWR is designed so that in the unlikely 
event of an explosion, the force would be downward into the heavy concrete 
base where it would be attenuated. 

There is in effect a research program to find out more about the important 
matter of containment. In this connection we are very pleased with the coopera- 
tion we have received from other Government agencies such as Department of 
Defense and Bureau of Mines. 

This research and development is accomplished by means of a series of con- 
tracts: 

(1) The Naval Ordnance Laboratory, White Oaks, Md., is investigating 
the core vessel. These experiments consist of igniting a propellant in 
especially designed water-filled vessels. Propellants are used because they 
are slower burning than high explosives. They thereby more nearly simu- 
late, it is thought, the type of explosion that might exist. In order to gain 
homogeneity in the metal, the stainless steel vessel is centrifugally cast. In 
previous tests the experimental vessel would rupture at the welded joint. 
In this connection, there is a program directed toward development of a 
better stainless steel welding electrodes. In addition to the simple sym- 
metrical core vessels being studied by the Naval Ordnance Laboratory, 
Pennsylvania State University is investigating the stresses developed in ves- 
sels at nozzle openings. The Naval Ordinance Laboratory is also investi- 
gating, under AEC contract, the effectiveness of the various containment 
structures proposed for the PRDC reactor. 

(2) At the Aberdeen Proving Grounds, Md., of Army Ordnance, ex- 
periments are underway on the outer, or vapor, containment shell. Core 
vessels have been simulated with 2,500 p. s. i. strength oxygen tanks. 
These were ruptured by use of high explosive, propellant, and static pressure 
to see under what conditions a shock wave was created. It was determined 
that only high explosives and propellant caused a shock wave. With this 
basic information established, the next series of experiments will use a TNT 
charge to simulate the shock which may be created by a rupturing core ves- 
sel. The TNT will be detonated on a series of right cylinder containers, with 
hemispherical ends, of varying size to simulate the outer or vapor con- 
tainer. By using vessel diameters of 214 feet, 5 feet, 10 feet, and 20 feet, 
and proper instrumentation, it should be possible to establish scaling laws 
which will permit application of the results to full size containment. Related 
theoretical work is also being done. 

(83) We have two contracts with the Armour Research Foundation in 
Chicago. One of these is small and is aimed at investigating the velocity 
of sound in water containing gas bubbles. Vibrations in reactors have been 
observed which could be explained if a water-steam mixture propagates 
sound at a velocity considerably less than either constituent. Studies are 
now being made in mixtures of 1 percent to 50 percent gas. 
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The other Armour program which has just begun is both experimental and 
theoretical. The experimental program will investigate the material of 
containment construction. These experiments will include the determina- 
tion of the crushing strength of concrete as measured in a shock tube and 
the effects produced by reinforcing steel. Tests will be made on proposed 
shock wave absorbing materials with the view in mind of developing an 
adequate blast shield for reactor containment use. Field tests of scale 
models of blast shields will be made. 

The theoretical program will supplement the experimental program as 
needed. 

(4) A contract has just been negotiated with Stanford Research Institute 
to study the containment of high-velocity fragments resulting from an 
explosion. An investigation will be made into the penetration of various 
target materials by fragments of different character, size, and velocities. 


OTHER SAFETY PROGRAMS 


It is known that volatile radioactive fission products could conceivably get 
into the atmosphere (although this possibility is extremely remote) if the fuel 
element were to melt during an accident in which the reactor and containment 
were breached. 

To study this, the Oak Ridge National Laboratory has melted irradiated 
uranium by induction and measured the off gases. In this experiment it was 
found that about 60 percent of the noble gases, xenon and krypton, leave the 
metal as well as 25 percent of the iodine. 

In the field of reactor instrumentation and control, there is a contract now 
in effect with the Ford Instrument Co. to develop safer control devices and 
to investigate automatic but supervised startup of complicated reactors. 

Work has been completed at the Bureau of Mines in Pittsburgh on the com- 
bustion and explosion hazards of hydrogen-water vapor-air mixtures that might 
exist in water moderated reactors. Various burnout programs have been com- 
pleted which provided information relating to safety. Constant study is being 
given to radiation damage of various types of reactor materials. 

The above describes the expanding research and development program in 
reactor safety. In this connection, the Atomic Energy Commission realizes the 
necessity for further emphasis in this field. We therefore plan to add to this 
program in order to do everything possible to assure safe design and operation 
of nuclear reactors of all types. 

3. COMMENTS ON THE DESIRABILITY OF THE PUBLIC AVAILABILITY OF REACTOR 
SAFEGUARD COMMITTEE REPORTS OF POWER REACTORS 


In discussing this question it would seem appropriate first to explain the system 
of reactor safety evaluation now being practiced by the Commission so that the 
role of the Advisory Committee on Reactor Safeguards in such evaluation is 
clearly understood and the relationship of that Committee’s reports to the total 
available hazard information is placed in proper perspective. 

As has been pointed out on numerous occasions, the initial evaluation of the 
safety of a reactor is required by our regulations to be made by the applicant for 
a license and is submitted to the Commission as a part of his license application. 
The portion of the license application containing the report of such evaluation, 
generally known as the Hazards Summary report, is prepared by the reactor 
designer and covers in detail the design, operation, supervision, containment, 
and location of the reactor. It must give an analysis of all known hazard 
aspects which are affected by the design and operation of the reactor, and show 
how the accident probabilities of the reactor have been reduced to an acceptable 
minimum: it must define the events which could result in the worst credible 
accidental release of energy (maximum credible accident), and show that, 
through a combination of good design, careful operation, and adequate isolation 
and containment, the public would not be expected to be harmed by such events. 
This report, which may be submitted as a whole or in several parts, must contain, 
when it is complete, all known information concerning the safety or hazard of 
the reactor. It is a public document, available for public inspection in the Com- 
mission public document room. 

This publicly available report of the applicant’s evaluation of the safety of his 
reactor is the basis for the safety determination which the Commission must 
make prior to issuance of a facility license. 
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The Division of Civilian Application, which has staff responsibility for analyz- 
ing the report and making safety recommendations to the Commission, may call 
upon various experts and specialists, both within and outside the Commission 
organization, for such specific or general advice as is needed in any given Case. 
When all facets of the case have been reviewed and analyzed, and when the 
judgment and opinion of the experts have been assimilated, a notice of the 
Commission’s intent to issue or deny the license, accompanied by a memorandum 
of consideration is published in the Federal Register. This memorandum is 
prepared taking into consideration all the facts, opinions, and judgments, and 
gives an analysis and discussion of the safety aspects and factors of uncertainty. 
If no petitions for intervention are filed pursuant to such notice, final action is 
taken in the case. 

Among the experts who are consulted by the AEC in the course of its review 
and analysis of the Hazards Summary report is the Commission’s Advisory Com- 
mittee on Reactor Safeguards. This Committee is composed of persons who have 
fulltime responsibilities in the educational and industrial world. It provides 
the Commission with an opportunity to obtain benefit of the experience and 
judgment of many experts, having diversified talent, who are not available to the 
Commission on a full-time basis. We seek their advice on general policy matters 
relating to reactor safety. In addition, specific cases involving large reactors or 
involving unusual or special hazards problems are referred to the Committee for 
advice. In such cases the Committee’s comments and recommendations are sub- 
mitted in writing to the General Manager following a discussion at a meeting 
of the Committee. 

The Committee has always used the limited time available to its members to 
deal with vital points and to prepare concise comments and recommendations 
which presuppose an intimate knowledge of the reactor under consideration. 
These comments and recommendations are prepared for use by the Commis- 
sion’s technical staff members who are familiar with all facets of the reactor. 
For this reason they often do not deal with many essential points which are 
pertinent to the safe operation of the reactor, but which are either so well under- 
stood or covered in other ways as to make specific mention unnecessary. 

The reports submitted to the Commission by the ACRS are not reports in the 
generally understood sense of the term. They are not, and are not intended 
to be, thorough analyses of reactors, or of problems presented by them, or of 
the reasons why a permit or license should or should not be issued. The reports 
are designed in most cases rather to convey specific ideas, «uestions, or recom- 
mendations which the Committee wishes to communicate to the Commission and 
its staff for their evaluation and, where needed, investigation. 

To require publication of these reports would frustrate some of the principal 
advantages of this kind of advisory committee. A principal part of its value 
to the Commission lies in the frankness and informality of the thoughts and 
suggestions they can tentatively express in their meetings and their reports. 
These reports are internal documents that are prepared for use by the Commis- 
sion and its staff, in conjunction with such advice as may be obtained from other 
sources, in arriving at an overall judgment of the safety aspects of the reactor. 

The consideration of the publication of internal documents of the Commission, 
including the comments and recommendations of the Advisory Committee on 
Reactor Safeguards is dealt with at some length in our letter of January 2, 1957, 
to Senator Anderson. We feel that the reasons which we gave in that letter 
for declining to make available certain internal memoranda and reports are still 
valid. In the January 2, 1957, letter we said in part: 

“These are working papers which were prepared for internal use and which 
contain the views and opinions of members of the Commission’s staff and its 
advisers. The Joint Committee’s request, therefore, raises the issue of whether 
the Commission should depart from the long established constitutional position 
of the executive branch—a position restated by President Eisenhower in his 
letter of May 17, 1954, to the Secretary of Defense, in these words: ‘* * * it is 
essential to efficient and effective administration that employees of the executive 
branch be in a position to be completely candid in advising with each other on 
official matters, and * * * it is not in the public interest that any of their con- 
versations or communications, or any documents or reproductions, concerning 
such advice be disclosed * * *” 

“The reasons underlying the policy are clear. To subject the day-to-day judg- 
ment and advice of AEC employees or consultants to scrutiny by Congress or 
the public, for example, might well result in inhibiting the sources of advice 
that the Commission find essential to the proper exercise of its responsibilities. 
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Certainly the Joint Committee will appreciate our position since committees of 
Congress would find it difficult to carry out their legislative activities if the 
internal conversations and communications of their committee staffs were sub- 
jected to public scrutiny. Neither employees of the Joint Committee nor ours 
have the final responsibility for action and thus there is no reason for their views 
and advice to be subjected to possible public criticism. To do so might only 
have the unfortunate result of their disinclination to freely express themselves.” 


4, INFORMATION AND COMMENTS ON Stratus or AEC REeGuLATIONS AND POLICIES 
Wuicu WovuLtp ESTABLISH CRITERIA AS TO THE LOCATION AND OTHER SAFETY 
ARRANGEMENTS WITH RESPECT TO REACTOR HAZARDS 


The safety of a reactor is dependent upon the interrelated effects of design, 
operating procedure, supervision, containment and location. No one of these 
factors is of overriding importance and no one can be considered alone. 

Even the factor of location is closely related to the other aspects of reactor 
safety. For example, the location and acceptable size of a reactor site are not 
factors that can be considered alone. The adequacy of the site depends on such 
factors as the power level, control systems, safety systems, utilization of operat- 
ing procedures, fuel design, coolant pressures, backup cooling, ete. (which deter- 
mine the probability of occurrence of an accident and the magnitude of the energy 
release from the maximum credible accident) and on the containment structure. 

We apply the general criterion that a given site is considered acceptable only 
if. after analysis of the reactor design and operating procedure to determine 
the nature and magnitude of the maximum credible accident, it is concluded 
that the proposed reactor housing can be reasonably expected to contain the 
fission products released by the maximum credible accident to a degree that 
would prevent overexposure to the public at the nearest site boundary. 

As we have previously advised the Committee, the Commission has adopted 
a cautious, deliberate approach to the issuance of detailed criteria. Almost 
every application for facility license has presented new problems or required 
the reconsideration of problems in new contexts. In our consideration of these 
problems, we have attempted to bring to bear the best critical judgment we 
san rather than to apply any rules of thumb. We have not yet reached the 
stage where there are rules of thumb which can be applied to the hazards evalua- 
tion of reactors. 

Although there are no codes or formulas which can be relied on, we can identify 
a good many elements or factors which must be evaluated in consideration of the 
safety aspects of reactors. We can, also, in the case of some of these factors 
provide general guides against which we attempt to evaluate the pertinent in- 
formation available for the particular reactor. Not all of such factors would 
require consideration in connection with every reactor, and the general guides 
stated for these factors might need to be revised or modified in connection with 
particular reactors. 

A start in the publication of these factors and guides was made with the 
issuance of the Commission’s regulations in part 50, 10 Code of Federal Regu- 
lations, “Licensing of Production and Utilization Facilities.” Section 50.34 
requires that applications include information as to the processes to be performed, 
materials to be produced and effluents to be discharged; a complete description 
of the proposed facility; information as to the proposed site; and a description 
of proposed operating procedures and emergency procedures. It requires appli- 
cants also to submit an evaluation of measures and devices to prevent accidents 
which would create radioactive hazards and of measures and devices to pro- 
tect against the consequences of such accidents should they occur. A copy 
of this regulation is attached. 

In addition, the regulation contains a statement of the basic criterion which 
must be met before the Commission will allow the operation of a reactor; namely, 
that there is reasonable assurance that the health and safety of the public will 
not be endangered. 

We have also developed and published standards for protection against radia- 
tion, which must be observed in the routine operation of licensed reactors. 
Against these standards, published as part 20 of the Commission’s regulations 
(10 C. F. R.), we evaluate measures to protect reactor employees and the public 
against overexposure to radiation. A copy of this regulation is attached. 

Injury to people and property in areas surrounding the site of a nuclear facility 
cannot occur unless fission products or direct radiation are released from the 
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facility into those areas. In evaluating whether there is sufficiently low prob- 
ability that mishap or malfunction resulting in such release could occur, a 
variety of factors must be considered, among others: 

1. Fission products which might be generated.—Yor example, fission product 
inventories in any fuel element change drastically as to quantity and character 
depending on the power-operation history for that element. Some fission prod- 
ucts are more hazardous than others. 

2. Features of the core affecting the release of fission products in a mishap.— 
For example, if the fuel is a liquid and a break in the system should occur, 
the volatile fission products would be easily released, unless suitable protection 
is provided. If the fuel is a solid of some type and if it is further enclosed 
in a metal cladding, these features provide additional defenses against release 
if an accident should occur. The temperature at which fuel elements cus- 
tomarily operate with respect to the melting point of those elements is quite 
pertinent to safety because this determines the magnitude of the power rise 
which would have to occur in order to melt the fuel elements and thus release 
the volatile portions of the fission products. 

3. The nuclear characteristics of the assembly.—For example, the neutron 
lifetime may be importantly related to the rapidity with which power surges 
would result if steady operation should be perturbed and hence determines the 
speed with which mechanical safety devices must operate in order to prevent 
excessive power level when surges occur. 

4. Temperature coeficient.—The nature of the temperature coefficient of reac- 
tivity is also important in evaluating the stability of performance of a reactor. 
Existence of a rapidly acting positive temperature coefficient would be cause 
for great concern unless unusually dependable and extensive offsetting safety 
characteristics were also present in the system. 

5. Safeguards against accidents.—For example, in addition to such inherent 
stability as the reactor might possess, mechanical, electrical, or other physical 
interlocks and safety devices must usually be provided to furnish adequate means 
of control. 

6. Containment.—As mentioned above, in any populated area a suitable com- 
bination of site dimensions and reactor containment must be provided to the 
degree necessary to protect people and property in surrounding areas against 
the remote possibility that all safeguards might fail and fission products might 
be released from the reactor assembly itself. 

The further development of our facility licensing regulations will essentially 
be a process of elaborating on and making more specific the elements which are 
now identified in the regulation; and making more specific the very general 
criterion presently stated in the regulation. Our experience during the 15 
months that part 50 has been in effect has been enormously helpful to us for 
this purpose. We expect that before the end of this year proposed amendments 


to the regulation may be issued for public comment further defining those 
elements and criteria. 





{Reprinted from Federal Register, January 19, 1956] 
TITLE 10—ATOMIC ENERGY 
CHAPTER I—ATOMIC ENERGY COMMISSION 
PART 50—LICENSING OF PRODUCTION AND UTILIZATION FACILITIES 
Effective 30 days after publication in the Federal Register, Part 50, 10 CFR, 
“Control of Facilities for the Production of Fissionable Material,” is hereby 
amended to read as follows: 


GENERAL PROVISIONS 


Sec. 
50.1 Basis and purpose. 
50.2 Definitions. 
50.3 Interpretations. 
REQUIREMENT OF LICENSE, EXCEPTIONS 
ao. License required. 
° 


10 
ll Exceptions and exemptions from license. 
12 = Specific exemptions. 








6 GOVERNMENTAL INDEMNITY AND REACTOR SAFETY 


Gr 


CLASSIFICATION AND DESCRIPTION OF LICENSES 


See. 

50.20 Two classes of licenses. 

50.21 Class 104 licenses ; for medical therapy and research and development facilities. 
Class 108 licenses; for commercial and industrial facilities, 

Construction permits. 





APPLICATIONS FOR LICENSES, FORM, CONTENTS, INELIGIBILITY OF CERTAIN APPLICANTS 


50.30 Applications for licenses, oath or affirmation. 


50.3 Combining x;), lications. 

50.32 Elimination «1  :epetition. 

50.33 Contents of appiications ; general information. 

50.3 Contents of applications ; technical information hazards summary report. 
50.35 Extended time for providing technical information. 

50.36 Designation of technical specifications. 

50.37 Agreement limiting access to Restricted Data. 

50.38 Ineligibility of certain applicants. 


50.39 Public inspection of applications. 


STANDARDS FOR LICENSES AND CONSTRUCTION PERMITS 


50.40 Common standards. 

50.41 Additional standards for class 104 licenses. 

50.42 Additional standards for class 103 licenses. 

50.43 Additional standards and provisions affecting class 103 licenses for commercial 
power. 

50.44 Standards for licenses authorizing export only. 

50.45 Standards tor construction permits. 


ISSUANCE, LIMITATIONS, AND CONDITIONS OF LICENSES AND CONSTRUCTION PERMITS 


50.50 Issuance of licenses and construction permits. 

50. Duration of license, renewal. 

Combining licenses. 

Jurisdictional limitations. 

Conditions of licenses. 

50.55 Conditions of construction permits. 

50.56 Conversion of construction permit to license ; or amendment of license, 





ALLOCATION OF SPECIAL NUCLEAR MATERIAL 
50.60 Allocation of special nuclear material. 
INSPECTIONS, RECORDS, REPORTS 
50.70 Inspections. 
50.71 Maintenance of records, making of reports. 
TRANSFER OF LICENSEES-CREDITORS’ RIGHTS ; SURRENDER OF LICENSES 
[$$50.80 to 50.89 reserved] 


AMENDMENT OF LICENSE OR CONSTRUCTION PERMIT AT REQUEST OF HOLDER 


50.90 Application for amendment of license or construction permit. 
50.91 Issuance of amendment. 


REVOCATION, SUSPENSION, MODIFICATION, AMENDMENTS OF LICENSES AND CONSTRUCTION 
PERMITS, EMERGENCY OPERATIONS BY THE COMMISSION 


50.100 Revocation, suspension, modification of licenses and construction permits for cause. 
5V.101 Retaking possession of special nuclear material. 

50.102 Commission operation after revocation, 

50.103 Suspension and operation in war or national emergency. 


ENFORCEMENT 
50.110 Violations. 


AUTHORITY: §§ 50.1 to 50.110 issued under sec. 103, 68 Stat. 936, sec. 104, 68 Stat. 937, 
sec. 161, 68 Stat. 948, sec. 182, 68 Stat. 958, sec. 183, 68 Stat. 954; 42 U.S. C. 2188, 2134, 
2201, 2232, 2233. For.the purposes of sec. 223, 68 Stat. 958; 42 U. S. C. 2273, § 90.54 


(i) issued under sec. 1611, 6S Stat. 949; 42 U. S. C. 2201, and §§ 50.70 to 50.71 issued 
under sec. 161p, 68 Stat. 950; 42 U. 8. C. 2201. 


GENERAL PROVISIONS 


§50.1 Basis purpose, and procedures applicable. The regulations in this part 
are promulgated by the Atomic Energy Commission, pursuant to the Atomic 
Energy Act of 1954 (68 Stat. 919), to provide for the licensing of production and 
utilization facilities. 

§ 50.2 Definitions. As used in this part, 

(a) “Production facility” means: 

(1) Any nuclear reactor designed or used primarily for the formation of pluto- 
nium or uranium 233; or 
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(2) Any facility designed or used for the separation of the isotopes of uranium 
or the isotopes of plutonium, except laboratory scale facilities designed or used 
for experimental or analytical purposes only ; or 

(3) Any facility designed or used for the processing of irradiated materials 
containing special nuclear material, except laboratory scale facilities designed 
or used for experimental or analytical purposes only. 

(b) “Utilization facility” means any nuclear reactor other than one designed 
or used primarily for the formation of plutonium or U-233. 

NOTE: Pursuant to sectious 11lp and 11v, respectively, of the Act, the Commission may 
from time to time add to, or otherwise alter, the foregoing definitions of production and 
utilization facility. It may also include as a facility an important component part es- 
pecially designed for a facility, but has not at this time included any component parts 
n the definitions. 

(c) “Act” means the Atomic Energy Act of 1954 (68 Stat. 919) including any 
amendments thereto. 

(d) “Agreement for cooperation” means any agreement with another nation 
or regional defense organization, authorized or permitted by sections 54, 57, 64, 
82, 103, 104, or 144 of the act, and made pursuant to section 123 of the act. 

(e) “Atomic energy” means all forms of energy released in the course of 
nuclear fission or nuclear transformation. 

(f) “Atomic weapon” means any device utilizing atomic energy, exclusive of 
the means for transporting or propelling the device (where such means is a 
separable and divisible part of the device), the principal purpose of which is for 
use as, or for development of, a weapon, a Weapon prototype, or a weapon test 
device. 

(g) “By-product material” means any radioactive material (except special 
nuclear material) yielded in or made radioactive by exposure to the radiation 
incident to the process of producing or utilizing special nuclear material. 

(h) “Commission” means the Atomic Energy Commission or its duly authorized 
representatives. 

(i) “Common defense and security” means the common defense and security of 
the United States. 

(j) “Government agency” means any executive department, commission, inde- 
pendent establishment, corporation, wholly or partly owned by the United States 
of America which is an instrumentality of the United States, or any board, bureau, 
division, service, office, officer, authority, administration, or other establishment 
in the executive branch of the Government. 

(k) “Nuclear reactor” means an apparatus, other than an atomic weapon, 
designed or used to sustain nuclear fission in a self-supporting chain reaction. 

(1) “Person” means (1) any individual, corporation, partnership, firm, asso- 
ciation, trust, estate, public or private institution, group, Government agency 
other than the Commission, any State or any political subdivision of, or any 
political entity within a State, any foreign government or nation or any political 
subdivision of any such government or nation, or other entity; and (2) any legal 
successor, representative, agent, or agency of the foregoing. 

(m) “Produce,” when used in relation to special nuclear material, means 
(1) to manufacture, make, produce, or refine special nuclear material; (2) to 
separate special nuclear material from other substances in which such material 
may be contained; or (3) to make or to produce new special nuclear material. 

(n) “Research and development” means (1) theoretical analysis, explora- 
tion, or experimentation; or (2) the extension of investigative findings and 
theories of a scientific or technical nature into practical application for exper- 
imental and demonstration purposes, including the experimental production 
and testing of models, devices, equipment, materials, and processes. 

(o) “Restricted Data” means all data concerning (1) design, manufacture, or 
utilization of atomic weapons; (2) the production of special nuclear material; 
or (3) the use of special nuclear material in the production of energy, but shall 
not include data declassified or removed from the Restricted Data category pur- 
suant to section 142 of the act. 

(p) “Source material” means source material as defined in section 11s of the 
act and in the regulations contained in Part 40 of this chapter. 

(q) “Special nuclear material” means (1) plutonium, uranium 233, uranium 
enriched in the isotope 2383 or in the isotope 235, and any other material 
which the Commission, pursuant to the provisions of section 51 of the act, deter- 
mines to be special nuclear material, but does not include source material; or (2 
any material artificially enriched by any of the foregoing, but does not include 
source material. 
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(r) “United States,” when used in a geographical sense, includes all Terri- 
tories and possessions of the United States, the Canal Zone, and Puerto Rico. 

§50.3 Interpretations. Except as specifically authorized by the Commission in 
writing, no interpretation of the meaning of the regulations in this part by any 
officer or employee of the Commission other than a written interpretation by 
the General Counsel will be recognized to be binding upon the Commission. 


REQUIREMENT OF LICENSE, EXCEPTIONS 


§ 50.10 License required. Except as provided in § 50.11, no person within the 
United States shall transfer or receive in interstate commerce, manufacture, 
produce, transfer, acquire, possess, use, import, or export any production or 
utilization facility except as authorized by a license issued by the Commission. 

§ 50.11 Harceptions and exemptions from license. Nothing in this part shall 
be deemed to require a license for: 

(a) The manufacture, production, or acquisition by the Department of De- 
fense of any utilization facility authorized pursuant to section 91 of the act, 
or the use of such facility by the Department of Defense or by a person under 
contract with and for the account of the Department of Defense ; 

(b) The processing, fabricating, or refining of special nuclear material, or the 
separation of special nuclear material, or the separation of special nuclear ma- 
terial from other substances, under contract with and for the account of the 
Commission : 

(c) The construction or operation of production or utilization facilities under 
contract with and for the account of the Commission; or 

(d) The transportation or possession of any production or utilization facility 
by a common or contract carrier or warehouseman in the regular course of car- 
riage for another or storage incident thereto. 

§ 50.12 Specific exemptions. The Commission may, upon application by any 
interested person, grant such exemptions from the requirements of the regula- 
tions in this part as it determines are authorized by law and will not endanger 
life or property or the common defense and security and are otherwise in the 
public interest. 

CLASSIFICATION AND DESCRIPTION OF LICENSES 


§ 50.20 Two classes of licenses. Licenses will be issued to named persons 
applying to the Commission therefor, and will be either class 104 or class 103. 

§ 50.21 Class 104 licenses; for medical therapy and research and development 
facilities. A class 104 license will be issued, to an applicant who qualifies, for 
any one or more of the following: to transfer or receive in interstate commerce, 
manufacture, produce, transfer, acquire, possess, use, import, or export under 
the terms of an agreement for cooperation : 

(a) A utilization facility for use in medical therapy ; or 

(b) A production or utilization facility involved in the conduct of research 
and development activities leading to the demonstration of the practical value 
of the facility for industrial or commercial purposes ; or 

(c) A production or utilization facility, which is useful in the conduct of 
research and development activities of the types specified in section 31 of the 
act, and which is not a facility of the type specified in subparagraph (b) of 
this section. 

§ 50.22 Class 103 licenses; for commercial and industrial facilities. <A class 
102 license will be issued, to an applicant who qualifies, for any one or more of 
the following: to transfer or receive in interstate commerce, manufacture, pro- 
duce, transfer, acquire, possess, use, import, or export under the terms of an 
agreement for cooperation, a production or utilization facility which is of a type 
found in writing by the Commission, to have been sufficiently developed to be of 
practical value for industrial or commercial purposes. 

§ 50.23 Construction permits. A construction permit for the construction of 
a production or utilization facility will be issued prior to the issuance of a 
license if the application is otherwise acceptable, and will be converted upon due 
completion of the facility and Commission action into a license as provided in 
§ 50.56. A construction permit for the alteration of a production or utilization 
factility will be issued prior to the issuance of an amendment of a license, if the 
application for amendment is otherwise acceptable, as provided in $50.91. 
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APPLICATIONS FOR LICENSES, FORM, CONTENTS, INELIGIBILITY OF CERTAIN 
APPLICANTS 


§ 50.30 Applications for licenses, oath or affirmation. Each application for 
a license, including whenever appropriate a construction permit, should be filed 
in sextuplicate with the Commission at 1901 Constitution Avenue, Washington 
25, D. C., Attention: Division of Civilian Application. Each application shall be 
signed by the applicant or duly authorized officer thereof under oath or affirma- 
tion. 

§ 50.31 Combining applications. An applicant may combine in one his sev- 
eral applications for different kinds of licenses under the regulations in this 
chapter. 

§ 50.32 Elimination of repetition. In his application, the applicant may in- 
corporate by reference information contained in previous applications, state- 
ments or reports filed with the Commission: Provided, That such references are 
clear and specific. 

§ 50.33 Contents of applications; general information. Each application shall 
state: 

(a) Name of applicant: 

(b) Address of applicant ; 

(ec) Description of business or occupation of applicant ; 

(d) (1) If applicant is an individual, state citizenship. 

(2) If applicant is a partnership, state name, citizenship and address of each 
partner and the principal location where the partnership does business. 

(3) If applicant is a corporation or an unincorporated association, state: 

(i) The state where it is incorporated or organized and the principal location 
where it does business ; 

(ii) The names, addresses and citizenship of its directors and of its principal 
officers ; 

(iii) Whether it is owned, controlled, or dominated by an alien, a foreign 
corporation, or foreign government, and if so, give details. 

(4) If the applicant is acting as agent or representative of another person in 
filing the application, identify the principal and furnish information required 
under this paragraph with respect to such principal. 

(e) The class of license applied for, the use to which the facility will be put, 
the period of time for which the license is sought, and a list of other licenses, 
except operator’s licenses, issued or applied for in connection with the proposed 
facility. 

(f) The financial qualifications of the applicant to engage in the proposed 
activities in accordance with the regulations in this chapter. If the application 
is also for special nuclear material license pursuant to the regulations in 
Part 70 of this chapter, information should be included with respect to the 
applicant’s financial qualifications to assume responsibility for the payment of 
Commission charges for special nuclear material. 

(g) The technical qualifications of the applicant to engage in the proposed 
activities in accordance with the regulations in this chapter. 

(h) If the applicant proposes to construct or alter a production or utilization 
facility, the application shall state the earliest and latest dates for completion 
of the construction or alteration. 

(i) If the proposed activity is the generation and distribution of electric 
energy under a class 103 license, a list of the names and addresses of such 
regulatory agencies as may have jurisdiction over the rates and services of 
the proposed activity, and of those municipalities, private utilities, public bodies, 
and cooperatives, which are within transmission distance and which are author- 
ized to engage in the distribution of electric energy within the area. 

(j) If the application contains Restricted Data or other defense informa- 
tion, it shall be prepared in such manner that all Restricted Data and other 
defense information are separated from the unclassified information. 

§ 50.34 Contents of applications; technical information hazards summary 
report. Each application shall state the following technical information: 

(a) A description of the chemical, physical, metallurgical, or nuclear process 
to be performed, and a statement of the kind and quantity of any radioactive 
effluent expected to result from the process. The description of the process 
should be sufficiently detailed to permit evaluation of the radioactive hazards in- 
volved. The magnitude of the proposed operation should be indicated in terms 
of the amount and radioactivity of source, special nuclear, or by-product material 
to be handled per unit of time, and thermal power to be generated if any. 
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(b) A description of the facility. The description should be based on the 
design criteria for the facility as a whole and for those major component 
parts which are essential to the safe operation of the facility, and should be 
presented in sufficient detail to allow an evaluation of the adequacy of the 
various means proposed to minimize the probability of danger from radioactivity 
to persons both on and off-site. The description should also cover any activities, 
other than those subject to license, proposed to be carried on in the building 
which will house the facility and on the balance of the site. 

(c) A description of the site on which the facility is to be located. This 
should include a map of the area showing the location of the site and indicating 
the use to which the surrounding land is put, i. e., industrial, commercial, agri- 
cultural, residential; location of sources of potable or industrial water supply, 
watershed areas and public utilities ; and a scale plot plan of the site showing the 
proposed location of the facility. 

(d) A description of proposed procedures for: routine and nonroutine opera- 
tions, startup and shutdown, maintenance, storage, training of employees, min- 
imizing operational mishaps (such as locked controls, checklists, and close 
supervision), investigating unusual or unexpected incidents; and a description 
of such other details as may'be useful in evaluating the existence and effective- 
ness of safeguards against the radioactive hazards in the operation of the 
facility. 

(e) A description of plans or proposals in the event that acts or accidents 
occur which would create radioactive hazards. The description should relate 
the various operational procedures, the protective devices, and the pertinent 
features of the site, to such happenings as operational mistakes, equipment or 
instrument failure or malfunction, fire, electric power failure, flood, earthquake, 
storm, strike, and riot. 

(f) Meterological, hydrological, geological, and seismological data necessary 
for evaluating the measures proposed for protecting the public against possible 
radioactive hazards. 

(zg) An evaluation of the proposed measures and devices to prevent acts or 
accidents which would create radioactive hazards or to protect against the 
consequences should such acts or accidents occur. 

(h) A description of procedures for disposal of radioactive solid waste and 
the final disposal of liquid waste effluent. 

(i) A description of means provided to sample atmosphere discharges through 
stacks where such stacks may emit byproduct material or special nuclear 
material. 

§ 50.35 Haxtended time for providing technical information. Where, because 
of the nature of a proposed project, an applicant is not in a position to supply 
initially all of the technical information otherwise required to complete the appli- 
cation, he shall indicate the reason, the items or kinds of information omitted, 
and the approximate times when such data will be produced. If the Com- 
mision is satisfied that it has information sufficient to provide reasonable 
assurance that a facility of the general type proposed can be constructed and 
operated at the proposed location without undue risk to the health and safety 
of the public and that the omitted information will be supplied, it may process 
the application and issue a construction permit on a provisional basis without the 
omitted information subject to its later production and an evaluation by the 
Commission that the final design provides reasonable assurances that the health 
and safety of the public will not be endangered. 

§ 50.36 Designation of technical specifications. (a) The Commission will 
indicate, by notice to the applicant, which of the provisions of his hazards sum- 
mary report or any supplement thereto will be deemed to be technical specifica- 
tions that become part of the license or construction permit. In giving such 
notice, the Commission will afford the applicant reasonable opportunity to amend 
or revise the technical information supplied before proceeding further to process 
the application. 

(b) The Commission may require the applicant to designate those provisions 
of his hazards summary report or any supplement thereto, which he proposes 
be incorporated as technical specifications in the construction permit or license. 

§ 50.37 Agreement limiting access to Restricted Data. As part of his appli- 
cation and in any event prior to the receipt of Restricted Data or the issuance of 
a license or construction permit, the applicant shall agree in writing that he will 
not permit any individual to have access to Restricted Data until the Civil Service 
Commission shall have made an investigation and report to the Commission on 
the character, associations, and loyalty of such individual, and the Commission 
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shall have determined that permitting such person to have access to Restricted 
Data will not endanger the common defense and security. The agreement of 
the applicant in this regard shall be deemed part of the license or construction 
permit, whether so stated therein or not. 

$50.38 Ineligibility of certain applicants. Any person who is a citizen, na- 
tional, or agent of a foreign country, or any corporation, or other entity which 
the Commission knows or has reason to believe is owned, controlled, or domi- 
nated by an alien, a foreign corporation, or a foreign government, shall be 
ineligible to apply for and obtain a license except a license authorizing export 
only pursuant to an agreement for cooperation. 

§ 50.39 Public inspection of applications. Applications and documents sub- 
mitted to the Commission in connection with applications may be made available 
for public inspection in accordance with the provisions of the regulations con- 
tained in Part 2 of this chapter. 


STANDARDS FOR LICENSES AND CONSTRUCTION PERMITS 


§ 50.40 Common standards. In determining that a license will be issued to 
an applicant, the Commission will be guided by the following considerations : 

(a) The processes to be performed, the operating procedures, the facility and 
equipment, the use of the facility, and other technical specifications, or the 
proposals in regard to any of the foregoing collectively provide reasonable assur- 
ance that the applicant will comply with the regulations in this chapter, including 
the regulations in Part 20, and that the health and safety of the public will not 
be endangered. 

(b) The applicant is technically and financially qualified to engage in the 
proposed activities in accordance with the regulations in this chapter. 

(c) The issuance of a license to the applicant will not, in the opinion of the 
Commission, be inimical to the common defense and security or to the health and 
safety of the public. 

$50.41 Additional standards for class 104 licenses. In determining that a 
class 104 license will be issued to an applicant, the Commission will, in addition 
to applying the standards set forth in § 50.40 be guided by the following con- 
siderations. 

(a) The Commission will permit the widest amount of effective medical ther- 
apy possible with the amount of special nuclear material available for such 
purposes. 

(b) The Commission will permit the conduct of widespread and diverse re- 
search and development. 

(c) In the event that applications for special nuclear material for use in 
activities licensed by the Commission pursuant to section 104b of the act exceed 
the amount of special nuclear material available the Commission will give 
priority to those activities which will, in the opinion of the Commissicn, lead to 
major advances in the application of atomic energy for industrial purposes. 

Nore: The Commission has determined, in accordance with section 140b of the Atomic 
Energy Act of 1954, that the regulations and terms of license applicable to a production or 
utilization facility in the conduct of researco and development activities leading to the 
demonstration of practical value of such facility for industrial or commercial purposes are 
compatible with the regulations and terms of licenses which will apply in the event that a 
class 105 license were later to be issued for that type of facility. 

§ 50.42 Additional standards for class 108 licenses. In determining whether a 
class 103 license will be issued to an applicant, the Commission will, in addition 
to applying the standards set forth in § 50.40, be guided by the following con- 
siderations: 

(a) The proposed activities will serve a useful purpose proportionate to the 
quantities of special nuclear material or source material to be utilized. 

(b) Due account will be taken of the advice provided by the Attorney Gen- 
eral, pursuant to subsection 105c of the act. For this purpose, before issuing the 
license, the Commission will notify the Attorney General of the proposed license, 
and the terms and conditions thereof, and request the advice of the Attorney 
General as to whether or not the proposed license would tend to create or main- 
tain a situation inconsistent with the antitrust laws, as specified in subsection 
105a of the act: Provided, That this requirement will not apply with respect to 
the types of class 103 licenses which the Commission, with the approval of the 
Attorney General, may determine would not significantly affect the applicant’s 
activities under the antitrust laws. Upon receipt of the Attorney General’s ad- 


oo the Commission will cause such advice to be published in the Federal 
egister. 








62 GOVERNMENTAL INDEMNITY AND REACTOR SAFETY 


§ 50.43 Additional standards and provisions affecting class 103 licenses for 
commercial power. In addition to applying the standards set forth in §§ 50.40 
and 50.42, in the case of a class 103 license for a facility for the generation of 
commercial power : 

(a) The Commission will give notice in writing of each application of such 
regulatory agency as may have jurisdiction over the rates and services of the 
proposed activity, and to municipalities, private utilities, public bodies, and co- 
operatives which are within transmission distance and which are authorized 
to engage in distribution of electric energy; and the Commission will publish 
notice of the application once each week for four consecutive weeks in the Fed- 
eral Register. No license will be issued by the Commission prior to the giving 
of such notices and until four weeks after the last publication in the Federal 
Register. 

(b) If there are conflicting applications for a limited opportunity for such 
license, the Commission will give preferred consideration in the following order : 
First, to applications submitted by public or cooperative bodies for facilities to 
be located in high cost power areas in the United States; second, to applications 
submitted by others for facilities to be located in such areas; third, to applica- 
tions submitted by public or cooperative bodies for facilities to be located in 
other than high cost power areas, and, fourth, to all other applicants. 

(c) The licensee who transmits electric energy in interstate commerce, or 
Sells it at wholesale in interstate commerce, shall be subject to the regulatory 
provisions of the Federal Power Act. 

(d) Nothing herein shall preclude any government agency, now or hereafter 
authorized by law to engage in the production, marketing, or distribution of 
electric energy, if otherwise qualified, from obtaining a license for the construc- 
tion and operation of a utilization facility for the primary purpose of producing 
electric energy for disposition for ultimate public consumption. 

§ 50.44 Standards for licenses authorizing export only. Where a license is 
sought solely to authorize the export of production or utilization facilities, the 
Commission will determine whether the issuance of the license to the applicant 
for the facility involved is within the scope of and consistent with the terms 
of an agreement for cooperation with the nation to which the facility is to be 
exported. 

§ 50.45 Standards for construction permits. An applicant for a license or 
an amendment of a license who proposes to construct or alter a production or 
utilization facility will be initially granted a construction permit, if the appli- 
cation is in conformity with and acceptable under the criteria of §§$ 50.31 through 
50.38 and the standards of §§ 50.40 through 50.48. 


ISSUANCE, LIMITATIONS, AND CONDITIONS OF LICENSES AND CONSTRUCTION PERMITS 


$50.50 Issuance of licenses and construction permits. Upon determination 
that an application for a license meets the standards and requirements of the 
act and regulations, and that notifications, if any, to other agencies or bodies 
have been duly made, the Commission will issue a license, or if appropriate a 
construction permit, in such form and containing such conditions and limitations 
including technical specifications, as it deems appropriate and necessary. 

§ 50.51 Duration of license, renewal. Each license will be issued for a fixed 
period of time to be specified in the license but in no case to exceed 40 years from 
the date of issuance. Where the operation of a facility is involved, the Com- 
mission will issue the license for the term requested by the applicant or for the 
estimated useful life of the facility if the Commission determines that the esti- 
mated useful life is less than the term requested. Where construction of a 
facility is involved, the Commission may specify in the construction permit the 
period for which the license will be issued if approved pursuant to § 50.56. 
Licenses may be renewed by the Commission upon the expiration of the period. 

§ 50.52 Combining licenses. The Commission may combine in a single license 
the activities of an applicant which would otherwise be licensed severally. 

§ 50.53 Jurisdictional limitations. No license under this part shall be deemed 
to have been issued for activities which are not under or within the jurisdiction 
of the United States except insofar as the export of production or utilization 
facilities is authorized. 

$50.54 Conditions of licenses. Whether stated therein or not, the following 
shall be deemed conditions in every license issued: 

(a) Title to all special nuclear material utilized or produced by facilities 
pursuant to the license shall at all times be in the United States. 
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(b) No right to the special nuclear material shall be conferred by the license 
except as may be defined by the license. 

(c) Neither the license, nor any right thereunder, nor any right to utilize or 
produce special nuclear material shall be transferred, assigned, or disposed of in 
any manner, either voluntarily or involuntarily, directly or indirectly, through 
transfer of control of the license to any person, unless the Commission shall, after 
securing full information, find that the transfer is in accordance with the 
provisions of the act and give its consent in writing. 

(d) The license shall be subject to suspension and to the rights of recapture 
of the material or control of the facility reserved to the Commission under sec- 
tion 108 of the act in a state of war or national emergency declared by Congress. 

(e) The license shall be subject to revocation, suspension, modification, or 
amendment for cause as provided in the act and regulations, in accordance with 
the procedures provided by the act and regulations. 

(f) The licensee will at any time before expiration of the license, upon request 
of the Commission submit written statements, signed under oath or affirmation, 
to enable the Commission to determine whether or not the license should be 
modified, suspended, or revoked. 

(gz) The issuance or existence of the license shall not be deemed to waive, or 
relieve the licensee from compliance with, the antitrust laws, as specified in sub- 
section 105a of the act. In the event that the licensee should be found by a court 
of competent jurisdiction to have violated any provision of such antitrust laws 
in the conduct of the licensed activity, the Commission may suspend or revoke the 
license or take such other action with respect to it as shall be deemed necessary. 

(h) The license shall be subject to the provisions of the act now or hereafter 
in effect and to all rules, regulations, and orders of the Commission. The terms 
and conditions of the license shall be subject to amendment, revision, or modi- 
fication, by reason of amendments of the act or by reason of rules, regulations, 
and orders issued in accordance with the terms of the act. 

(i) The licensee shall not permit the manipulation of the controls of any pro- 
duction or utilization facility by anyone who is not a licensed operator as provided 
in Part 55 of this chapter. 

(j) The licensee shall not, except as authorized pursuant to a construction 
permit, make any alteration in the facility constituting a change from the tech- 
nical specifications previously incorporated in a license or construction permit 
pursuant to § 50.36. 

§ 50.55 Conditions of construction permits. Each construction permit shall be 
subject to the following terms and conditions : 

(a) The permit shall state the earliest and latest dates for completion of the 
construction or modification. If the construction or modification is completed 
before the earliest date specified, the holder of the permit shall promptly notify 
the Commission for the purpose of accelerating final inspection and any scheduled 
delivery of materials from the Commission. 

(b) If the proposed construction or modification of the facility is not com- 
pleted by the latest completion date, the permit shall expire and all rights there- 
under shall be forfeited: Provided, however, That upon good cause shown the 
Commission will extend the completion date for a reasonable period of time. 
The Commission will recognize, among other things, developmental problems 
attributable to the experimental nature of the facility or fire, flood, explosion, 
strike, Sabotage, domestic violence, enemy action, an act of the elements, and 
other acts beyond the control of the permit holder, as a basis for extending the 
completion date. 

(c) Except as modified by this section, the construction permit shall be subject 
to the same conditions to which a license is subject. 

(d) At or about the time of completion of the construction or modification of 
the facility, the applicant will file any additional information needed to bring 
the original application for license up to date. 

§ 50.56 Conversion of construction permit to license; or amendment of license. 
Upon completion of the construction or alteration of a facility, in compliance 
with the terms and conditions of the construction permit and subject to any 
necessary testing of the facility for health or safety purposes, the Commission 
will, in the absence of good cause shown to the contrary issue a license of the 
class for which the construction permit was issued or an appropriate amendment 
of the license, as the case may be. 
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ALLOCATION OF SPECIAL NUCLEAR MATERIAL 


§ 50.60 Allocation of special nuclear material. (a) In construction permits 
and licenses issued to applicants proposing to operate production or utilization 
facilities, the Commission may incorporate provisions designating the quantities 
of special nuclear material available for use by each such facility. Such provi- 
sions will normally be in the form of a statement that the Commission has allo- 
cated to the applicant, for use in connection with the operation of the particular 
facility involved, a designated quantity (or quantities) of special nuclear mate- 
rial. The statement will include an estimated schedule for a reasonable period 
of time of special nuclear material transfers to the applicant and of special 
nuclear material returns to the Commission. 

(b) The request for incorporation of such provisions may be made simul- 
taneously with the submission of an application for construction permit or facil- 
ity license or at any time thereafter. Such request should be accompanied by at 
least the following information: 

(1) The applicant’s financial qualifications to assume responsibility for pay- 
ment of Commission charges for the materials, and to undertake and carry out 
the proposed use of special nuclear material for a reasonable period time ; 

(2) The estimated date on which the applicant desires to receive the first 
shipment of special nuclear material and an estimated schedule, by years, for 
subsequent receipts : 

(3) A schedule, by years, showing the estimated production, consumption and 
operating losses of special nuclear material; and 

(4) An estimated schedule, by years, for the transfer of special nuclear mate- 
rial to the Commission or to other licenses. 

Supporting data for the estimates required by subparagraphs (2), (3), and 
(4) of this paragraph shall be included. 

(c) A request for the incorporation in a construction permit or license of 
provisions designating the amount of special material available for use by the 
facility will be approved by the Commission if: 

(1) The quantities of special nuclear material are available for distribution 
under section 53 of the act; and 

(2) The applicant appears to be financially qualified to assume responsibility 
for the payment of Commission charges for the material and to undertake and 
carry out the proposed use of special nuclear material for a reasonable period 
of time; and 

(3) The estimated quantities and schedules submitted in response to para- 
graph (b) of this section are reasonable; and 

(4) Approval of the request is consistent with the priority and preference 
provisions of the act, including sections 53f, 104b, and 182. 

(d) The Commission may, in accordance with the procedures provided in 
Part 2 of this chapter, reduce the quantities of special nuclear material allo- 
cated to any permittee or licensee pursuant to this section, upon the ground 
that the quantities allocated exceed those reasonably required, or estimated to 
be required, for use by the facility involved. The expiration, revocation, or 
other termination of a construction permit or license shall terminate all alloca- 
tions incorporated in such permit or license. 

NOTE: Quantities of special nuclear material allocated pursuant to the provisions of 
this section will not be distributed to the licensee until needed. At the time the allocation 


is Made, however, the Commission will make appropriate entries in its special nuclear 
material inventory and accounting records to reflect such allocation. 


INSPECTION, RECORDS, REPORTS 


§ 50.70 Inspections. Each licensee and each holder of a construction per- 
mit shall permit inspection, by duly authorized representatives of the Com- 
mission, of his records, premises, activities, and of licensed materials in posses- 
sion or use, related to the license or construction permit as may be necessary 
to effectuate the purposes of the act, including section 105 of the act. 

$50.71 Maintenance of records, making of reports. Each licensee and each 
holder of a construction permit shall maintain such records and make such re- 
ports, in connection with the licensed activity, as may be required by the con- 
ditions of the license or permit or by the rules, regulations, and orders of the 
Commission in effectuating the purposes of the act, including section 105 of the 
act. 
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TRANSFER OF LICENSES-CREDITORS’ RIGHTS; SURRENDER OF LICENSES 


[Sections 50.80 to 50.89 reserved] 
AMENDMENT OF LICENSE OR CONSTRUCTION PERMIT AT REQUEST OF HOLDER 


§ 50.90 Application for amendment of license or construction permit. When- 
ever a holder of a license or construction permit desires to amend the license 
or permit, application for an amendment shall be filed with the Commission, 
fully describing the changes desired, and following as far as applicable the form 
prescribed for original applications. 

§ 50.91 Issuance of amendment. In determining whether an amendment to 
a license or construction permit will be issued to the applicant, the Commission 
will be guided by the considerations which govern the issuance of initial licenses 
or construction permits, to the extent applicable and appropriate. If the appli- 
eation involves the material alteration of a licensed facility, a construction per- 
mit will be issued prior to the issuance of the amendment to the license. 


REVOCATION, SUSPENSION, MODIFICATION, AMENDMENT OF LICENSES AND CONSTRUC- 
TION PERMITS, EMERGENCY OPERATIONS BY THE COMMISSION 


§ 50.100 Revocation, suspension, modification of licenses and construction 
permits for cause. A license or construction permit may be revoked, suspended, 
or modified, in whole or in part, for any material false statement in the applica- 
tion for license or in the supplemental or other statement of fact required of the 
applicant; or because of conditions revealed by the application for license or 
statement of fact or any report, record, inspection, or other means, which would 
warrant the Commission to refuse to grant a license on an original application 
(other than those relating to §§ 50.51, 50.42 (a), and 50.43 (b)); or for failure 
to construct or operate a facility in accordance with the terms of the construc- 
tion permit or license, provided that failure to make timely completion of the 
proposed construction or alteration of a facility under a construction permit 
shall be governed by the provisions of § 50.55 (b) ; or for violation of, or failure 
to observe, any of the terms and provisions of the act, regulations, license, per- 
mit, or order of the Commission. 

§ 50.101 Retaking possession of special nuclear material. Upon revocation 
of a license, the Commission may immediately retake possession of all special 
nuclear material held by the licensee. 

§ 50.102 Commission operation after revocation. Whenever the Commission 
finds that the public convenience and necessity, or the production program of the 
Commission, requires continued operation of a production or utilization facility, 
the license for which has been revoked, the Commission may, after consultation 
with the appropriate Federal or State regulatory agency having jurisdiction, 
order that possession be taken of such facility and that it be operated for a 
period of time as, in the judgment of the Commission, the public convenience and 
necessity or the production program of the Commission may require, or until a 
license for operation of the facility shall become effective. Just compensation 
shall be paid for the use of the facility. 

§ 50.103 Suspension and operation in war or national emergency. (a) 
Whenever Congress declares that a state of war or national emergency exists, 
the Commission, if it finds it necessary to the common defense and security, 
may, 

(1) Suspend any license it has issued. 

(2) Order the recapture of special nuclear material distributed. 

(3) Order the operation of any licensed facility. 

(4) Order entry into any plant or facility in order to recapture special nu- 
clear material or to operate the facility. 

(b) Just compensation shall be paid for any damages caused by recapture 
of special nuclear material or by operation or any facility, pursuant to this 
section. 

ENFORCEMENT 


§ 50.110 Violations. An injunction or other court order may be obtained pro- 
hibiting any violation of any provision of the act or any regulation or order 
issued thereunder. Any person who wilfully violates any provision of the act or 
any regulation or order issued thereunder may be guilty of a crime and, upon 
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conviction, may be punished by fine or imprisonment or both, as provided by 
law. 
Note: The reporting and recordkeeping requirements contained herein have been ap- 
proved by the Bureau of the Budget in accordance with The Federal Reports Act of 1942. 
Dated at Washington, D. C., this 12th day of January 1956. 


K. E. FYELDs, 
General Manager. 


[F. R. Doe. 56-417; Filed, Jan. 10, 1956; 3: 40 a. m.] 


[Reprinted from Federal Register, November 30, 1956) 
TITLE 10—ATOMIC ENERGY 
CHAPTER I—ATOMIC ENERGY COMMISSION 
Part 50—LICENSING OF PRODUCTION AND UTILIZATION FACILITIES 
EFFECT OF FINDING OF PRACTICAL VALUE UPON LICENSES PREVIOUSLY ISSUED 


This amendment to Title 10, CFR Part 50, “Licensing of Production and Utili- 
zation Facilities,’ is published for the purpose of adding § 50.24 Effect of finding 
of practical value upon licenses previously issued, to the regulation. Inas- 
much as this amendment is designed to clarify existing regulations and not to 
effect any change in the Commission’s procedures and requirements, the Atomic 
Energy Commission has found that general notice of proposed rule making and 
public procedure are unnecessary, and that good cause exists why the regula- 
tion should be made effective without the customary period of notice. 

Title 10, Chapter I, Part 50, Code of Federal Regulations, entitled “Licensing 
of Production and Utilization Facilities,” is hereby amended by adding the fol- 
lowing section to follow § 50.23: 

§ 50.24. Effect of finding of practical value upon licenses previously issued. 
The making of a finding of practical value pursuant to section 102 of the act 
will not be regarded by the Commission as grounds for requiring: 

(a) The conversion to a Class 103 license of any Class 104 license prior to the 
date of expiration contained in the license; or 

(b) The conversion to a Class 103 license of any construction permit, issued 
under section 104 of the act, prior to the date designated in the permit for ex- 
piration of the license. 


(60 Stat. 755-775 ; 42 U. S. C. 1801-1819) 
Dated at Washington, D. C., this 23rd day of November 1956. 
For the Atomic Energy Commission. 
K. E. FIE Ds, 
General Manager. 


[F. R. Doc. 56-9830; Filed, Nov. 29, 1956, 8:53 a. m.] 


{Reprinted from Federal Register, January 29, 1957] 
TITLE 10—ATOMIC ENERGY 
CHAPTER I—ATOMIC ENERGY COMMISSION 


PART 20—STANDARDS FOR PROTECTION AGAINST RADIATION 


In July 1955 the Commission issued for public comment a proposed regulation 
to establish general standards for protection of licensees, their employees, and 
the public against radiation hazards arising out of the possession or use of 
special nuclear, source, or byproduct material under license issued by AEC. 
In preparing the effective regulation published below, the Commission has had 
the benefit of numerous comments and suggestions received since publication of 
the proposed rules. A number of changes suggested by those comments have 
been incorporated in the following regulation. 

The regulation establishes standards which must be followed in handling 
radioactive materials which are subject to the licensing authority of the Com- 
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mission and provides procedures whereby deviations from such standards may 
be authorized on a case-to-case basis. The regulation prescribes limits which 
govern exposure of personnel to radiation and concentrations of radioactive 
material, concentrations of radioactive material which may be discharged into 
air and water, and disposal of radioactive wastes. It also establishes certain 
precautionary procedures and administrative controls, 

The standards established by this regulation will be found to agree substan- 
tially with those published by the National Committee on Radiation Protection 
in N. B. S. Handbook 52 “Maximum Permissible Amounts of Radioisotopes in 
the Human Body and Maximum Permissible Concentrations in Air and Water,” 
and N. B. S. Handbook 59 “Permissible Dose from External Sources of Ionizing 
Radiation.” The National Committee on Radiation Protection has under review 
recommendations to limit cumulative exposures over periods of years. The 
Commission is giving consideration to appropriate amendments to its regula- 
tions to deal with this cumulative exposure problem. 

Limitations upon levels of radiation and concentrations of radioactive mate- 
rial in areas affected by but not controlled by the licensee are contained princi- 
pally in § 20.102 (“Permissible Levels of Radiation in Unrestricted Areas”), 
§ 20.108 (“Concentrations in Effluents to Unrestricted Areas”), and the sections 
on waste disposal. The sections are designed to assure that individuals in “un- 
restricted areas” do not receive exposure in excess of 10 percent of the limits 
established for persons exposed in restricted areas. For this purpose, the sec- 
tions limit levels of radiation and concentrations of radioactive material which 
may be created in unrestricted areas by licensees, without special authorization 
from the AEC, to extremely low levels. These levels are believed to be suffi- 
ciently low to assure that there is no reasonable probability of individuals in 
unrestricted areas receiving exposures in excess of 10 percent of the permissible 
levels for restricted areas. Procedures are incorporated in those sections, how- 
ever, under which the Commission may authorize licensees in specific cases to 
create higher levels in unrestricted areas where the circumstances of the par- 
ticular case are such as to provide reasonable assurance that individuals in 
the unrestricted areas will not receive exposures in excess of 10 percent of the 
limitation established for restricted areas. 

It is believed that the standards incorporated in these regulations provide, in 
accordance with present knowledge, a very substantial margin of safety for 
exposed individuals. It is believed also that the standards are practical from 
the standpoint of licensees. It snaould be emphasized that the standards are 
subject to change with the development of new knowledge, with significant in- 
crease in the average exposure of the whole population to radiation, and with 
further experience in the administration of the Commission’s regulatory program. 

Pursuant to the Administrative Procedures Act, Public Law 404, 79th Congress, 
2d Session, the following rules are published as a document subject to codification 
to be effective 30 days after publication in the FepERAL REGISTER. 


GENERAL PURPOSES 
Sec. 


20.1 Purpose. 

20.2 Scope. 

20.3 Definitions. 

20.4 Units of radiation dose. 
20.5 Units of radioactivity. 
20.6 Interpretations. 


20.7 Communications. 


PERMISSIBLE DOSES, LEVELS, AND CONCENTRATIONS 


20.101 Exposure of individuals in restricted areas, 

20.102 Permissible levels of radiation in unrestricted areas. 
20.108 Concentrations in efluents to unrestricated areas. 
20.104 Medical diagnosis, therapy, and research. 

20.105 Measures to be taken after excessive exposures. 


PRECAUTIONARY PROCEDURES 
20.201 Surveys. 
20.202 Personnel monitoring. 
20.203 Caution signs, labels, and signals. 
20.204 Exceptions from posting requirements. 
20.205 Exemptions for radioactive materials packaged for shipment. 
20.206 Instruction of personnel. 
20.307 Storage of licensed material. 


WASTE DISPOSAL 

20.301 General requirement. 

20.302 Method for obtaining approval of proposed disposal procedures, 
20.303 Disposal by release into sanitary sewerage systems. 

20.304 Disposal by burial in soil. 
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RECORDS, REPORTS, AND NOTIFICATION 
See. 


20.401 Records of surveys, radiation monitoring, and disposal. 
20.402 Reports of theft or loss of licensed material. 


EXCEPTIONS AND ADDITIONAL REQUIREMENTS 


20.501 Applications for exemptions. 
20.502 Additional requirements. 


20.601 Violations. 
AUTHORITY: §§ 20.1 to 20.601 issued under sec. 161 (b), 63 Stat. 948, 42 U. S. C. 2201. 


ENFORCE MENT 


GENERAL PROVISIONS 


§ 20.1 Purpose. (a) The regulations in this part establish standards for 
protection against radiation hazards arising out of activities under licenses issued 
by the Atomic Energy Commission and are issued pursuant to the Atomic Energy 
Act of 1954 (68 Stat. 919). 

(b) The use of radioactive material or other sources of radiation not 
licensed by the Commission is not subject to the regulations in this part. 
However, it is the purpose of the regulations in this part to control the posses- 
sion, use, and transfer of licensed material by any licensee in such a manner 
that exposure to such material and to radiation from such material, when 
added to exposures to unlicensed radioactive material and to other unlicensed 
sources of radiation in the possession of the licensee, and to radiation there- 
from, does not exceed the standards of radiation protection prescribed in the 
regulations in this part. 

§ 20.2 Scope. The regulations in this part apply to all persons who receive, 
possess, use or transfer byproduct material, source material, or special nuclear 
material under a general or specific license issued by the Commission pursuant 
to the regulations in Part 30, 40, or 70 of this chapter. 

§ 20.3 Definitions. (a) As used in this part: 

(1) “Act” means the Atomic Energy Act of 1954 (68 Stat. 919) including any 
amendments thereto; 

(2) “Airborne radioactive material” means any radioactive material dis- 
persed in the air in the form of dusts, fumes, mists, vapors, or gases; 

(3) “Byproduct material” means any radioactive material (except special 
nuclear material) yielded in or made radioactive by exposure to the radiation 
incident to the process of producing or utilizing special nuclear material ; 

(4) “Commission” means the Atomic Energy Commission or its duly .uthor- 
ized representatives ; 

(5) “Government agency” means any executive department, commission, inde- 
pendent establishment, corporation, wholly or partly owned by the United States 
of America which is an instrumentality of the United States, or any board. 
bureau, division, service, office, officer, authority, administration, or other es- 
tablishment, in the executive branch of the Government ; 

(6) “Individual” means any human being; 

(7) “Licensed material” means source material, special nuclear material, or 
byproduct material received, possessed, used, or transferred under a gener:l or 
specific license issued by the Commission pursuant to the regulations in this 
chapter ; 

(8) “License” means a license issued under the regulations in Part 30, 40, or 
70 of this chapter. “Licensee” means the holder of such license ; 

(9) “Person” means (i) any individual, corporation, partnership, firm, asso- 
ciation, trust, estate, public or private institution, group, Government agency 
other than the Commission, any State, any foreign government or nation or 
any political subdivision of any such government or nations, or other entity; and 
(ii) any legal successor, representative, agent, or agency of the foregoing: 

(10) “Radiation” means any or all of the following: alpha rays, beta rays. 
gamma rays, X-rays, neutrons, high-speed electrons, high-speed protons, and 
other atomic particles; but not sound or radio waves, or visible, infrared, or 
ultraviolet light ; 

(11) “Radioactive material” includes any such material whether or not sub- 
ject to licensing control by the Commission ; 

(12) “Restricted area” means any area access to which is controlled by the 
licensee. “Restricted area” shall not include any areas used as residential 
quarters, although a separate room or rooms in a residential building may be set 
apart as a restricted area ; 
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(13) “Source material” means any material except special nuclear material, 
which contains by weight one-twentieth of one percent (0.05 percent) or more of 
(i) uranium, (ii) thorium, or (iii) any combination thereof ; 

(14) “Special nuclear material” means (i) plutonium, uranium 233, uranium 
enriched in the isotope 233 or in the isotope 235, and any other material which 
the Commission, pursuant to the provisions of section 51 of the act, determines 
to be special nuclear material, but does not include source material; or (ii) any 
material artificially enriched by any of the foregoing but does not include source 
material ; 

(15) “Unrestricted area” means any area, entry into which is not controlled by 
the licensee, and any area used for residential quarters. 

(b) Definitions of certain other words and phrases as used in this part are 
set forth in other sections, including: 

(1) “Airborne radioactivity area” defined in § 20.203; 

(2) “Radiation area” and “high radiation area” defined in § 20.202; 

(3) “Personnel monitoring equipment” defined in § 20.202; 

(4) “Survey” defined in § 20.201; 

(5) Units of measurement of dose (rad, rem) defined in § 20.4; 

(6) Units of measurement of radioactivity defined in § 20.5. 

§ 20.4 Units of radiation dose. (a) “Dose,” as used in this part, is the quan- 
tity of radiation absorbed, per unit of mass, by the body or by any portion of 
the body. When the regulations in this part specify a dose during a period of 
time, the dose means the total quantity of radiation absorbed, per unit of mass, 
by the body or by any portion of the body during such period of time, Several 
different units of dose are in current use. Definitions of units as used in this part 
are set forth in paragraphs (b) and (c) of this section. 

(b) The rad, as used in this part, is a measure of the dose of any ionizing radi- 
ation to body tissues in terms of the energy absorbed per unit mass of the 
tissue. One rad is the dose corresponding to the absorption of 100 ergs per gram 
of tissue. (One millirad (mrad) =0.001 rad.) 

(c) The rem, as used in this part, is a measure of the dose of any ionizing 
radiation to body tissue in terms of its estimated biological effect relative to a 
dose of one roentgen (r) of X-rays. (One millirem (mrem)=0.001 rem.) The 
relation of the rem to other dose units depends upon the biological effect under 
consideration and upon the conditions of irradiation. For the purpose of the 
regulations in this part, any of the following is considered to be equivalent to a 
dose of one rem: 

(1) A dose of 1 r due to X—or gamma radiation ; 

(2) A dose of 1 rad due to X—, gamma, or beta radiation; 

(3) A dose of 0.1 rad due to neutrons or high energy protons; 

(4) A dose of 0.05 rad due to particles heavier than protons and with sufficient 
energy to reach the lens of the eye. If it is more convenient to measure the 
neutron flux, or equivalent, than to determine the neutron dose in rads, as 
provided in subparagraph (3) of this paragraph, one rem of neutron radiation 
may, for purposes of the regulations in this part, be assumed to be equivalent 
to 14 million neutrons per square centimeter incident upon the body; or, if 
there exists sufficient information to estimate with reasonable accuracy the ap- 
proximate distribution in energy of the neutrons, the incident number of neu- 
trons per square centimeter equivalent to one rem may he estimated from the 
following table: 


Number of 
neutrons 
per square 
Neutron energy centimeter 
equivalent 
to a dose 
of 1 rem 
Thermal__. 960 X 10° 
0.0001 mev 480 < 106 
0.01 mev. 480 10° 
0,1 mev..... 96 K 10° 
0.5 mev. 38 X< 106 
1 mev 29 X 10° 
2 mev L 19 X 108 
DOI WII adie 40) < cterticcnaii htt a tab ns chats dnd 6 -edcabendite 14 x 106 
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§ 20.5 Units of radioactivity. (a) Radiactivity is commonly, and for pur- 
poses of the regulations in this part shall be, measured in terms of disintegra- 
tions per unit time or in curies. One curie (c)=3.7X10” disintegrations per 
second (dps) 2.210” disintegrations per minute (dpm). A commonly used 
submultiple of the curie is the microcurie (ye). One pe=—0.000001 c=3.7 x 10* 
dps=2.2 10° dpm. 

NoTe: Many radioistopes disintegrate into isotopes which are also radioactive. In ex- 
pressing maximum permissible concentrations in air and water of these materials, as in 
Appendix B of this part, the activity stated is that of the parent isotope. In some cases, 
the fact that daughter products may contribute to the tetal dose has been taken into 
account in the determination of the maximum permissible concentration of the parent 
isotopes. In the tables of Appendix B of this part this is indicated by writing Ba'+ La™, 
Sr?+Y", Rn222-+-dr, Ra2*+ 1 dr, ete. 

EXAMPLE. In Column 1, Table I, Appendix B the maximum permissible concentration 
of Ba™ in air for occupational use is 2+10-7ze/ml. This is the maximum permissible 
concentration regardless of whether or not -_. of the La which may have resulted 
from the decay of the Ba is present or not. owever, the value given for BA! is less 
than it would be if La were a stable isotope, not only because of the possibility of La’ 

) 


in the air but principally because, if the Ba™ is inhaled, its radioactive decay in the body 
will result in the production of La™ in the body. 


(b) Radon. Airborne radioactivity of radon and its decay products may be 
determined by measurement of the activity of one or more decay products on 
dust filtered from the air. For purposes of the regulations in this part, the 
limit prescribed here will be considered to be met if the measured radioactivity 
of one or more decay products (for example, RaC’) does. not exceed that which 
would result from the occurrence, at the time of sampling, of 110“ microcuries, 
per milliliter of air, of Rn™ and each of its short-lived decay products, RaA, 
RaB, RaC, and RaC’. For this purpose, due allowance shall be made for 
ehanges in the radioactivity of the measured decay products from time of 
sampling through the period of measurement. 

(c) Natural uranium and natural thorium. Natural uranium and natural 
thorium occur as mixtures of isotopes of the respective elements. In the case 
of uranium or of thorium, the number of microcuries shall be determined by 
dividing the total rate, in dpm, of alpha emissions from the mixture by 2.210 
dpm per uc. 

§ 20.6 Interpretations. Except as specifically authorized by the Commis- 
sion in writing, no interpretation of the meaning of the regulations in this 
part by any officer or employee of the Commission other than a written inter- 
pretation by the General Counsel will be recognized to be binding upon the 
Commission. 

§ 20.7 Communications. All communications and reports concerning the 
regulations in this part, and applications filed under them, should be addressed 
to the Atomic Energy Commission, 1901 Constitution Avenue NW., Washington 
25, D. C., Attention: Division of Civilian Application. 


PERMISSIBLE DOSES, LEVELS, AND CONCENTRATIONS 


§ 20.101 BHaposure of individuals in restricted areas—(a) Exposure to radia- 
tion. (1) Except as provided in subparagraph (2) of this paragraph, no licensee 
shall possess, use, or transfer licensed material in such a manner as to cause 
any individual in a restricted area to receive in any period of seven consecutive 
days from radioactive material and other sources of radiation in the licensee's 
possession a dose in excess of the limits specified in Appendix A of this part. 

(2) A licensee may permit an individual in a restricted area to receive a dose 
in excess of the limits established in subparagraph (1) of this paragraph: Pro- 
vided, (i) That the dose during any period of 7 consecutive days does not exceed 
three times the limits specified in Appendix A of this part, and (ii) that the dose 
during any period of 13 consecutive weeks does not exceed 10 times the limits 
specified in Appendix A of this part. 

(b) No license shall possess, use or transfer licensed material in such a man- 
ner as to cause any individual in a restricted area to be exposed to airborne radio- 
active material possessed by the licensee in an average concentration in excess 
of the limits specified in Appendix B, Table I, of this part. 

The limits given in Appendix B, Table I of this part, are based upon exposure 
to the concentrations specified for forty hours in any period of seven consecutive 
days. In any such period where the number of hours of exposure is less than 
forty, the limits specified in the table may be increased proportionately. In 
any such period, where the number of hours of exposure is greater than forty, 
the limits specified in the table shall be decreased proportionately. 

(c) Exposure of minors. No licensee shall possess, use, or transfer licensed 
material in such a manner as to cause any individual under 18 years of age 
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within a restricted area to receive in any period of seven consecutive days from 
radioactive material and other sources of radiation in the licensee’s possession 
a dowe in excess of 10 percent of the limits specified in Appendix A of this part, 
or to be exposed to airborne radioactive material possessed by the licensee in 
a concentration in excess of the limits specified in Appendix B, Table II, of this 
part. For purposes of this paragraph, concentrations may be averaged over 
periods not greater than a week. 

§ 20.102 Permissible levels of radiation in unrestricted areas. (a) There 
may be included in any application for a license or for amendment of a license 
proposed limits upon levels of radiation in unrestricted areas resulting from 
the applicant’s possession or use of radioactive material and other sources of 
radiation. Such applications should include information as to anticipated aver- 
age radiation levels and anticipated occupancy times for each unrestricted area 
involved. The Commission will approve the proposed limits if the applicant 
demonstrates that the proposed limits are not likely to cause any individual to 
receive a dose in any period of seven consecutive days in excess of 10 percent of 
the limits specified in Appendix A of this part. 

(b) Except as authorized by the Commission pursuant to paragraph (a) of 
this section no licensee shall possess, use, or transfer licensed material in such a 
manner as to create in any unrestricted area from radioactive material and other 
sources of radiation in his possession : 

(1) Radiation levels which, if an individual were continuously present in the 
area, could result in his receiving a dose in excess of two millirems in any one 
hour, or 

(2) Radiation levels which, if an individual were continuously present in the 
area, could result in his receiving a dose in excess of 100 millirems in any seven 
consecutive days. 

§ 20.103 Concentrations in effluents to unrestricted areas. (a) There may be 
included in any application for a license or for amendment of a license proposed 
limits upon concentrations of licensed and other radioactive material released 
into air or water in unrestricted areas as a result of the applicant’s proposed ac- 
tivities. Such applications should include information as to anticipated aver- 
age concentrations and anticipated occupancy times for each unrestricted area 
involved. The Commission will approve the proposed limits if the applicant 
demonstrates that it is not likely that any individual will be exposed to concen- 
trations in excess of the limits specified in Appendix B, Table II, of this part. 
For purposes of this paragraph, concentrations may be averaged over periods not 
greater than one year. 

(b) Except as authorized by the Commission purusant to § 20.302 or para- 
graph (a) of this section, no licensee shall possess, use, or transfer licensed 
material in such a manner as to release into air or water in any unrestricted 
area any concentration of radioactive material in excess of the limits specified 
in Appendix B, Table II of this part. For purposes of this paragraph, concen- 
trations may be averaged over periods not greater than one year. 

(c) For purposes of this section, determinations as to the concentration of 
radioactive material shall be made with respect to the point where such material 
leaves the restricted area. Where the radioactive material leaves the restricted 
area in a stack, tube, pipe, or similar conduit, the determination may be made 
with respect to the point where the material leaves such conduit. 

(d) The provisions of this section do not apply to disposal of radioactive ma- 
terial into sanitary sewerage systems (see § 20.303). 

§ 20.104 Medical diagnosis, therapy, and research. Nothing in the regulations 
in this part shall be interpreted as limiting the intentional exposure of patients 
to radiation for the purpose of medical diagnosis or medical therapy. 

§ 20.105 Measures to be taken after excessive exposures. In the event that 
any individual in a restricted area receives a dose or is exposed to concentra- 
tions of radioactive material in excess of the permissible limits established in 
§ 20.101, the licensee shall limit the weekly dose or exposure of the individual 
to 10 percent of such permissible limit until such time as the average weekly 
dose or exposure to the individual for the period beginning with the week in 
which the excessive dose or exposure occurred is less than the permissible limit 
established in § 20.101. 

PRECAUTIONARY PROCEDURES 
§ 20.201 Surveys. (a) As used in the regulations in this part, “survey” 


means an evaluation of the radiation hazards incident to the production, use, 
release, disposal, or presence of radioactive materials or other sources of radia- 
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tion under a specific set of conditions. When appropriate, such evaluation in- 
cludes a physical survey of the location of materials and equipment, and measure- 
ments of levels of radiation or concentrations of radioactive material present. 

(b) Each licensee shall make or cause to be made such surveys as may be neces- 
sary for him to comply with the regulations in this part. 

§ 20.202 Personnel monitoring. (a) Each licensee shall supply appropriate 
personnel monitoring equipment to, and shall require the use of such equipment 
by: 

(1) Each individual who enters a restricted area under such circumstances 
that he receives, or is likely to receive, a dose in excess of 25 percent of the 
limits specified in Appendix A of this part; 

(2) Each individual who enters a high radiation area. 

(b) As used in this part, 

(1) “Personnel monitoring equipment” means devices designed to be worn or 
carried by an individual for the purpose of measuring the dose received (e. g., 
film badges, pocket chambers, pocket dosimeters, film rings, ete.) ; 

(2) “Radiation area’? Means any area, accessible to personnel, in which there 
exists radiation, originating in whole or in part within licensed material, at 
such levels that a major portion of the body could receive in any one hour a 
dose in excess of 5 millirem, or in any 5 consecutive days a dose in excess of 150 
millirem ; 

(3) “High radiation area” means any area, accessible to personnel, in which 
there exists radiation originating in whole or in part within licensed material 
at such levels that a major portion of the body could receive in any one hour 
a dose in excess of 100 millirem. 

§ 20.203 Caution signs, labels, and signals. (a) (1) Except as otherwise 
authorized by the Commission, symbols prescribed by this section shall use the 
conventional radiation caution colors (magenta or purple on yellow background). 
The symbol prescribed by this section is the conventional three-bladed design: 


RADIATION SYMBOL 


1. Cross-hatched area is to be magenta or purple. 
2. Background is to be yellow. 





| 


(2) In addition to the contents of signs and labels prescribed in this section, 
licensees may provide on or near such signs and labels any additional information 
which may be appropriate in aiding individuals to minimize exposure to radiation 
or to radioactive material. 

(b) Radiation areas. Each radiation area shall be conspicuously posted with 
a sign or signs bearing the radiation caution symbol and the words: 
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CAUTION + 
RADIATION AREA 


(ce) High radiation areas. (1) Each high radiation area shall be conspicuously 
posted with a sign or signs bearing the radiation caution symbol and the words: 


CAUTION ? 
HIGH RADIATION AREA 


(2) Hach high radiation area shall be equipped with a control device which 
shall either cause the level of radiation to be reduced below that at which an 
individual might receive a dose of 100 millirem in one hour upon entry into 
the area or shall energize a conspicuous visible or audible alarm signal in such 
a manner that the individual entering and the licensee or a supervisor of the 
activity are made aware of the entry. In the case of a high radiation area 
established for a period of 30 days or less, such control device is not required. 

(d) Airborne radioactivity areas. (1) As used in the regulations in this part, 
“airborne radioactivity area” means (i) any room, enclosure, or operating area 
in which airborne radioactive materials, composed wholly or partly of licensed 
material, exist in concentrations in excess of the amounts specified in Appendix 
B, Table I, Column 1 of this part; or (ii) any room, enclosure, or operating 
area in which airborne radioactive material composed wholly or partly of licensed 
material exists in concentrations which, averaged over the number of hours in 
any week during which individuals are in the area, exceed 25 percent of the 
amounts specified in Appendix B, Table I, Column 1 of this part. 

(2) Each airborne radioactivity area shall be conspicuously posted with a sign 
or signs bearing the radiation caution symbol and the words: 


CAUTION * 
AIRBORNE RADIOACTIVITY AREA 


(e) Additional requirements. (1) Each area or room in which licensed ma- 
terial is used or stored and which contains any radioactive material (other than 
natural uranium or thorium) in an amount exceeding 10 times the quantity of 
such material specified in Appendix C of this part shall be conspicuously posted 
with a sign or signs bearing the radiation caution symbol and the words: 


CAUTION? 
RADIOACTIVE MATERIAL(S) 


(2) Each area or room in which natural uranium or thorium is used or stored 
in an amount exceeding one hundred times the quantity specified in Appendix C 
of this part shall be conspicuously posted with a sign or signs bearing the radia- 
tion caution symbol and the words: 

CAUTION ? 
RADIOACTIVE MATERIAL(S) 


(f) Containers. (1) Each container in which is transported, stored, or used 
a quantity of any licensed material (other than natural uranium or thorium) 
greater than the quantity of such material specified in Appendix C of this part 
shall bear a durable, clearly visible label bearing the radiation caution symbol 
and the words: 
CAUTION! 


RADIOACTIVE MATERIAL 
(2) Each container in which natural uranium or thorium is transported, 
stored, or used in a quantity greater than ten times the quantity specified in 


Appendix © of this part shall bear a durable, clearly visible label bearing the 
radiation caution symbol and the words: 


CAUTION } 


RADIOACTIVE MATERIAL 


(3) Notwithstanding the provisions of subparagraphs (1) and (2) a label shall 
not be required: 

(i) If the concentration of the material in the container does not exceed that 
specified in Appendix B, Table I, Column 2 of this part, or 





1Or “Danger”. 
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(ii) For laboratory containers, such as beakers, flasks, and test tubes, used 
transiently in laboratory procedures, when the user is present. 

(4) Where containers are used for storage, the labels required in this para- 
graph shall state also the quantities and kinds of radioactive materials in the 
containers and the date of measurement of the quantities. 
visions of § 20.203. 

§ 20.204 Exceptions from posting requirements. Notwithstanding the pro- 

(a) A room or area is not required to be posted with a caution sign because of 
the presence of a sealed source provided the radiation level twelve inches from 
the surface of the source container or housing does not exceed five millirem per 
hour. 

(b) Rooms or other areas in hospitals are not required to be posted with 
caution signs because of the presence of patients containing byproduct material 
provided that there are personnel in attendance who shall take the precautions 
necessary to prevent the exposure of any individual to radiation or radioactive 
material in excess of the limits established in the regulations in this part. 

(c) Caution signs are not required to be posted at areas or rooms containing 
radioactive materials for periods of less than eight hours provided that (1) the 
materials are constantly attended during such periods by an individual who shall 
take the precautions necessary to prevent the exposure of any individual to 
radiation or radioactive materials in excess of the limits established in the regu- 
lations in this part and, (2) such area or room is subject to the licensee’s control. 

§ 20.205 Exemptions for radioactive materials packaged for shipment. Ra- 
dioactive materials packaged and labeled in accordance with regulations of the 
Interstate Commerce Commission shall be exempt from the labeling and posting 
requirements of § 20.203 during shipment, provided that the inside containers 
are labeled in accordance with the provisions of § 20.208 (f). 

§ 20.206 Instruction of personnel. All individuals working in or frequenting 
any portion of a restricted area shall be informed of the occurrence of radio- 
active materials or of radiation in such portion, and shall be instructed in the 
hazards of excessive exposure to such materials or radiation and in precautions 
or procedures to minimize exposure. 

§ 20.207 Storage of licensed material. Licensed materials stored in an un- 
restricted area shall be secured against unauthorized removal from the place 
of storage. 

WASTE DISPOSAL 


§ 20.301 General requirement. No licensee shall dispose of licensed material 
except : 

(1) By transfer to an authorized recipient as provided in the regulations in 
Part 30, 40, or 70 of this chapter, whichever may be applicable; or 

(2) As authorized pursuant to § 20.302; or 

(3) As provided in § 20.308 or § 20.304, applicable respectively to the disposal 
of licensed material by release into sanitary sewerage systems or burial in soil, 
or in § 20.103 (Concentrations in Effluents to Unrestricted Areas). 

§ 20.302 Method for obtaining approval of proposed disposal procedures. Any 
licensee or applicant for a license may apply to the Commission for approval of 
proposed procedures to dispose of licensed material in a manner not otherwise 
authorized in the regulations in this chapter. Each application should include 
a description of the licensed material and any other radioactive material in- 
volved, including the quantities and kinds of such material and the levels of radio- 
activity involved, and the proposed manner and conditions of disposal. The 
application should also include an analysis and evaluation of pertinent informa- 
tion as to the nature of the environment, including topographical, geological, 
meteorological, and hydrological characteristics; usage of ground and surface 
waters in the general area; the nature and location of other potentially affected 
facilities ; and procedures to be observed to minimize the risk of unexpected or 
hazardous exposures. 

§ 20.303 Disposal by release into sanitary sewerage systems. No licensee 
shall discharge licensed material into a sanitary sewerage system unless: 

(a) It is readily soluble or dispersible in water; and 

(b) The quantity of any licensed or other radioactive material released into 
the system by the licensee in any one day does not exceed the larger of sub- 
paragraphs (1) or (2) of this paragraph: 
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(1) The quantity which, if diluted by the average daily quantity of sewage 
released into the sewer by the licensee, will result in an average concentration 
equal to the limits specified in Appendix B, Table I, Column 2 of this part; or 

2) Ten times the quantity of such material specified in Appendix C of this 
part ; and 

(ec) The quantity of any licensed or other radioactive material released in 
any one month, if diluted by the average monthly quantity of water released 
by the licensee, will not result in an average concentration exceeding the limits 
specified in Appendix B, Table I, Column 2 of this part; and 

(d) The gross quantity of licensed and other radioactive material released into 
the sewerage system by the licensee does not exceed one curie per year. 


Excreta from individuals undergoing medical diagnosis or therapy with radio- 
active material shall be exempt from any limitation contained in this section. 


§ 20.304 Disposal by burial in soil. No licensee shall dispose of licensed mate- 
rial by burial in soil unless : 

(a) The total quantity of licensed and other radioactice materials buried at 
any one location and time does not exceed, at the time of burial, 1,000 times the 
amount specified in Appendix C of this part; and 

(b) Burial is at a minimum depth of four feet ; and 

(c) Successive burials are separate by distances of at least six feet and not 
more than 12 burials are made in any year. 


RECORDS, REPORT, AND NOTIFICATION 


§ 20.401 Records of surveys, radiation monitoring, and disposal. (a) Each 
licensee shall maintain records showing the radiation exposures of all individuals 
subject to personnel monitoring control under § 20.202 of the regulations in this 
part. 

(b) Each licensee shall maintain records showing the name of each individual 
exposed to radiation pursuant to § 20.101 (a) (2) and the weekly dose of 
such individual for the 13 consecutive weeks of highest cumulative weekly dose. 

(ec) Each licensee shall maintain records in the same units used in the appen- 
dices to this part, showing the results of surveys required by § 20.210 (b), and 
disposals made under §§ 20.302, 20.303, and 20.304. 

§ 20.402 Reports of theft or loss of licensed material. Each licensee shall 
report promptly to the Commission, after its occurrence becomes known to the 
licensee, any loss or theft of licensed material in such quantities and under such 


circumstances that it appears to the licensee that a substantial hazard may 
result to persons in unrestricted areas. 


EXCEPTIONS AND ADDITIONAL REQUIREMENTS 


§ 20.501 Applications for eremptions. The Commission may, upon application 
by any licensee or upon its own initiative grant such exemptions from the require- 
ments of the regulations in this part as it determines are authorized by law and 
will not result in undue hazard to life or property. 

§ 20.502 Additional requirements. The Commission may, by rule, regulation, 
or order, impose upon any licensee such requirements, in addition to those estab- 
lished in the regulations in this part, as it deems appropriate or necessary to 
protect health or to minimize danger to life or property. 


ENFORCEMENT 


§ 20.601 Violations. An injunction or other court order may be obtained 
prohibiting any violation of any provision of the act or any regulation or order 
issued thereunder. Any person who willfully violates any provision of the act 
or any regulation or order issued thereunder may be guilty of a crime and, upon 


conviction, may be punished by fine or imprisonment or both, as provided by law. 


91250—5 
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APPENDIX A 


Permissible weekly dose 


Conditions of exposure Dose in critical organs (mrem) 
| 
| Skin, at Blood- 
Parts of body Radiation basal forming | Gonads | Lens of 
layer of | organs | eye 
| epidermis | 
wapistditsiint tn tealt. tae’ obiechie eee sls. 
Whale body.....-..-..«-- Any radiation with half-value- | 1 600 | 1 300 1300 1 300 
| layer greater than 1 mm of soft 
| tissue. | 
Whole body...............| Any radiation with half-value- 1, 500 | 300 300 300 
layer less than 1 mm of soft 
tissue. 
Hands and forearms or feet | Any radiation.............-. vena of ee 
and ankles or head and | 
neck. 





! For exposures of the whole body to X or gamma rays up to 3 mev, this condition may be assumed to be 
met if the “‘air dose’ does not exceed 300 mr, provided the dose to the gonads does not exceed 300 mrem. 
‘Air dose’’ means that the dose is measured by an appropriate instrument in air in the region of highest 
dosage rate to be occupied by an individual, without the presence of the human body or other absorbing 
and scattering material. 

2 Exposure of these limited portions of the body under these conditions does not alter the total weekly dose 
of 300 mrem permitted to the bloodforming organs in the main portion of the body, to the gonads, or to the 
lens of the eye. 


APPENDIX B 


Permissible concentrations in air and water above natural background 

















Table I Table II 
' 
Material | | 

Column 1! Column 22 | Column 1! | Column 2! 
Air (2) Water (3) Air (2) Water (3) 
eee ae Se eee eg | 1. 410-3 5X10-8 5X10-5 
Baer, ssi le oe 5 tbe Me ncal 3.6X10-5 5 1, 2X10-6 1.61071 
ry aera , dette ses. Saad ™ 1X10 | 13 3X10-8 4X10-1 
UR cet a tite ct = Kaden sgceeaeielae 8X10-1 | 4X10 3X<10-12 1.3X10-5 
As’ os A 7X10 | 6X<10-1 210-7 210-4 
gems... sb ehcd a iat 9X10-10 6X<10-4 3X10-" 210-7 
a eT eee Tee Ts ae 9X10-3 1.1X18-8 3x10-4 
Aul___ eee ae J iseeekecidiw te’ 8X10-77 | 210-2 2. 510-8 7X10-4 
OO LEELA IESE 2x10-7 | 6X10-3 6X10-% 210-4 
ee een ee ee eens 1. Lexw, 3 4X10-7 1X10-1 
GOO e. 3 GALE Le Gee 1X10? 5X10-8 3.6X10-+4 
IE sailed Sige dees etl tases -eawands Steward | 9X<10-8 1,5X10-3 3x10-° 5X10-5 
Cdi+Agio iglesia 2X10-7 | 210-1 7X10 7X10-2 
Cel4+Pritt___ . aad oe 2x10-% 1X10"! 7X10-10 3.6X10-3 
Gi fic Hse ek LLL Bee 1X10 7X10-3 4X<10-8 2.4x10-4 
IE i, canna tellt saat ottead tide etiintinntehs: come | 5X10710 2. 710-3 1.8107" 110-4 
ce ee Rr ey EE ea heer as ae 3.4X10-6 5X<107-2 1,2<10-7 1.8X10-3 
Cat ee s eae 2.4X10 | 1.4 8X10-7 5X<10-2 
Cs374 Bala? ; : ele ern 6X10-7 4.51073 210-8 1.5<10-4 
Ear gree ead 2x10-5 2.51071 6x<10-7 8X<10-3 
Eul_____._.- imei | 2x10 | 1X10-! | 6X10-10 3X10 
esi ore ree 3.5<X104 | 2.6 1. 210-5 9X10-2 
SSS a TLE aie 1.810 1.310-2 6X10-8 4x<10-4 
eee ; bs S bbe ot 1LUGC Gaul 5x<10-8 3.3X10-4* | 1.5X10-9 1.110-5 
ack sta chiet tok chat ; a Ne ehh 1X10-5 | 26 3.41077 9X10-! 
te ee to 5 ia aa ek eee 1X10-4 | 27 3.6X10-6 9X<10-1 
H? (ATO or T;0)__-_.- peers sa] 7X10 | 5X10-1 2.510 1.6X10-2 

Weems it i i ed ii] 1Xx10-5 | 70 3X10-7 2.3 
ek oe cou 9X10-% 9X10-5 3X10-10 3X10-6 
eee et ’ | 2,2«10-6 4X10-2 | 7X10-8 1.31073 
Iris? = ; i _| 1.51077 | 27x10-3 | 5X10-9 9X<10-5 
re ; 6x10 4X10-2 210-7 1.4X10-3 
Law __.__. aes ; 4xX10-4 3.4 1.41077 1.1X10-1 

Lu!?7___ é | 1.5x<10-5 | 70 5X10-7 2.4 
Mn‘ eis ied 8X10 | 5X10-1 | 310-7 | 1.51072 

Mo________. Sr Ra a ae ey 5X<10-3 | 40 1.8X10-4 | 1.4 
Na%t____ Oe eee cone 5x10 2.4102 1.6X10-7 | 810-4 


See footnotes at end of table. 





| 
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APPENDIX B—Continued 


Permissible concentrations in air and water above natural background—Con. 























| Table I Table II 
| 
Material 
| Column1! | Column 2? | Column 1! | Column 22 
| | 
| Air (2) | Water (3) | Air(2) | Water (3) 
ae ai ae sd jet tig cca Nici ia aa tial ele os 
| 
N bs | 1,.3x10-¢ | 1.210-? 4X10" 4X10-4 
Nis? 510-5 7X10-! | 1.6X10-6 2.5X10-% 
ps2 4x<10-7 | 610-4 | 1.4X10-8 2x10-5 
Pb | 210-5 410-1 | 6X10-7 1.4X10-2 
P b'8+- Rh103__ 2x<10-* | 3x10-2 7X10-8 1X<10-% 
Pm? | 6x<10-7 3 | 2x10-% 1x10"! 
Po2!0 (soluble) _- 6X10" | 910-5 210-11 | 3xX10-6 
Po?!0 (insoluble) -- | 2X10-10 | | 7X10-2 |. aa 
Prids |} 23x10-6 | 1 7X10-8 3.6X10-2 
Pu? (soluble). | 6X10-22 | 4.5X10-%. 21073 1,5X10-7 
Pu%® (insoluble) ia dati cdanwauki | 6X10-!2 | 2X10-% j 
Ra2%*®+-1/2 dr 2.4X10-!! | 1.2X<10-7 | 8X10-18 4X<10-° 
Rb* | 1.1106 | 9X10-3 | 4X10-8 3X10-4 
Re!8 2.41075 2.4107! 8X<10-7 8xX<10-3 
Rhi0__ 3X10-* | 5X10-2 | 1X10? 1,6X10-3 
Rh%2+-dr_____ 110-7 6x10 3.3X10-9 210-7 
Rui6+ Rh. ; 8X<10-8 | $X10-1 | 92610 1.3107? 
S 3_. 3X10 | 5x<10° | 1X10-7 | 5x<10-4 
Se # 2x10-7 | 1 7X10-% | 3.61072 
Sm 1 . * | 4X10 | 6X14-" | 1. 3X10-" 2x10 
Sn 12 | 1.7X10-6 | 5<10-1 | 6X10 1.6X10-2 ; 
Sr 8 6X<10-8 210-4 210-9 | 7X10-6 : 
Sr WY 60 6X10-10 | 2.4 10-6 210-11 | 810-8 
Pew 8X10 | 8X10-2 3X10-7 | 3X10-3 
i Tel27__ 3X1077 ‘| 8X 10-2 1x<10-4 3x<10-3 
Te 129 | 1.2%10-7 | 3.3K10-2 410-9 1. 1X10-3 
Ch 234 5 2xX10-* | 10 6X10-8 | 3X1071 
Th-natural (soluble) _ - | 5X10-11 | 1.5 10-6 1.7X10-!2 | 510-8 
% Th-natural (insoluble) - - 5X10-1! 1.7 10-!2 + s 
P'm!70__ 1.5X<10-7 | 8X10"! 5X10-° | 2. 510-3 
| U-natural (soluble) 3_ _- 5X 10-1 210-4 1.7X10-!2 | 7X10-6 
' U-natural (insoluble) * : 3 5X10-1 | 1.7X10-2 ask 
' 238 (soluble) | 4X10-10 | 4.5<10-4 | 1X10-" 1.5x10-5 
7 U233 (insoluble) 510-11 | 1.6X10-12 | 
5 ' ves ; 3X10 1.5 | 1X10” | 5x<10-2 
Xel | 1.3X10-5 | 1.3X10-? | 410-7 | 4X10-4 
l j Xe | 5x<10-* | 4X10-3 | 1.7X10-7 | 1.4X10-* 
5 Y? 1.21077 | 6X10" 4X10 | 2x10 
: Zné 6X10 | 2X10 2X10-7 | 6X10-3 
? | Unidentified beta or gamma emitters or any | 
‘ i undetermined mixtures of betta or gamma | | | 
, emitters oes | 1X10-° 1Xx10-7 
‘ Unidentified alpha emitters or any undeter- | 
mined mixtures of alpha emitters__. ate acunce nade sa einen inenieee | 5X10-% | 1X10 
| ae ee i Behe 
Air concentrations are given in microcuries per milliliter of air. 
? Water concentrations are given in microcuries per milliliter of water. These figures also apply to food 
stuffs in microcuries per gram (wet-weight). j 
For enriched uranium the same radieactivities per unit volume as those for natural uranium are ap- 
plicable. .It Should be"noted that the contribution of U-234 to the gross activity of enriched uranium is 
20-40 times that of the U-235 
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APPENDIX C 


Material | Microcuries | Material | Microcuries 
Agi0s 1 Pd!8+ Rhi03 re 50 
Agi ‘ 10 || Pdi 10 
As’, As?? 10 |} Pm!7 10 
Au!#.____. . 10 || Poo 0.1 
Au! 10 || Pris 10 
Ba'#+ La'40___ 1 ||} Pu 1 
Be’ 50 Ras 0.1 
cw. ° 50 Rb* 10 
Cat _ 10 Re!%6 10 
Cdi%+ Agi 10 Rhos | 10 
Cel#4+ Prit4__ } 1 Ru!%6+ R hie l 
Ch6__ 1 S35 50 
Cote __ 1 Shia 1 
Crit___. 50 || Sets 1 
Cs!37+ Ba!?? | l Sm133 10 
Cu 50 Sniis 10 
Eul4__ l Srs 1 
Fis 50 Sr#+y 0.1 
Fes_ 50 || Ta's . 10 
Fes? ‘ 1 Tc 1 
Ga?2____. 10 Tc” 1 
Ge"! ; 50 Tel? 10 
H3(HTO or H%0) at 250 Te! 1 
[131 10 || Th (natural) 50 
In!'4 1 T2064 AO 
Iris 10 || Tritium. See H3 250 
K4a2___ 10 || U (natural) 50 
La'49_ 10 233 l 
Mn < 1 U2 U5 50 
Mn* ei 50 ||} V#- 1 
Mo*?__ ; 10 || Wiss 10 
Na2 4 10 || Y# I 
Na+ i ss 10 yu l 
Nb 10 |} Zn 10 
NiS* 1 Unidentified radioactive materials 
Nié . wéticw 1 or any of the above in unknown 
ps sessiics i 10 || mixtures-- et : 0.1 


Note: The record keeping and reporting requirements contained herein have been ap- 
proved by the Bureau of the Budget in accordance with the Federal Reports Act of 1942. 

Dated at Washington, D. C., this 16th day of January 1957. 

For the Atomic Energy Commission. 

K. E. FIELDs, 
General Manager. 

Notre: For purposes of §§ 20.203 and 20.304, where there is involved a combination of 
isotopes in known amounts the limit for the combination should be derived as follows: 
Determine, for each isotope in the combination, the ratio between the quantity present 
in the combination and the limit otherwise established for the specific isotope when not 
in combination. The sum of such ratios for all the isotopes in the combination may not 
exceed “1” (i. e., “‘unity’’). . 

EXAMPLE: For purposes of § 20.304, if a particular batch contains 2,000 we of Au'® 
and 25.000 uc of C™, it may also include not more than 3,000 ue of P*. This limit was 
determined as follows: 

2,000 we Au! 25,000 ue C™ 3,000 we 113! 
+e ae = 
10,000 ue‘ 50,000 ye 10,000 ue 


The denominator in each of the above ratios was obtained by multiplying the figure in 
the table by 1000 as provided in § 20.304. 


[F. R. Doc. 57-511 ; Filed, Jan. 25, 1957; 12: 30 p. m.] 


The CHarrmMan. Without objection, the committee will adjourn 
until tomorrow morning at 10 o’clock. 
(A later letter referred to on p. 20, regarding proposed amendments 
to section 170b and 170c follows:) 
UNITED STATES ATOMIC ENERGY COMMISSION, 
Washington 25, D. C., April 10, 1957. 
Hon. Carr T. DurHAM, 


Chairman, Joint Committee on Atomic PRnergy, 
Congress of the United States. 


DEAR Mr. DurRHAM: We have given further consideration to our recommen- 
dations for amendments to 8. 715 and H. R. 1981, which were presented to the 





i 
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Joint Committee on Atomic Energy in our testimony at the hearings on these 
bills on March 25, and we wish to modify those recommendations in two respects. 

First, our recommendation for amendment of section 170 (c) to provide that 
persons who might be liable for a nuclear incident, other than licensees and their 
suppliers,.be indemnified in full was made to provide assurance that there would 
be no gap in the protection afforded to the public. Since the insurance syndi- 
cates had not proposed to provide ¢overage for these persons, we concluded. that 
our recommendation was appropriate. However, if the insurance industry 
will afford this coverage for all such persons, this recommended revision would 
not be necessary. We would prefer that this coverage be provided by private 
insurance if the insurance industry can do so. 

The other recommendation which we wish to modify is our suggested dele- 
tion in section 170 (b) of cost and terms of private insurance from the criteria 
for determining the amount of financial protection to be required of licensees. 
We assume it is not intended that the criterion of costs would require a deter- 
mination to be based on the ability of, licensees to pay such costs. We believe 
we would have great difficulty in applying a criterion of ability to pay. Pre- 
sumably we would have to look at insurance costs in relation to capital and 
other operating costs and in relation to costs of liability insurance generally. 
On this basis, we believe it would be possible to develop a satisfactory method 
of applyig the cost criterion. 

Sincerely yours, 
Lewis L. Strauss, Chairman. 


(Thereupon at 11:55 a. m., Monday, March 25, 1957, a recess was 
taker. until Tuesday, March 26, 1957, at 10 a. m.) 
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TUESDAY, MARCH 26, 1957 
Coneress OF THE UNITED STATES, 
Joint ComMItTree oN Atomic ENeErey, 
Washington, D. C. 

The committee met, pursuant to recess, at 10 a. m., in room 219, 
Old House Office Building, Representative Carl T. Durham, of North 
Carolina (chairman of the committee) presiding. 

Present: Representatives Durham, Price, Cole, Van Zandt and 
Jenkins; Senator Anderson. 

Also present: James T. Ramey, Executive Director, George Norris, 
Jr., committee counsel, and George Brown, Jr., David R. Toll, Hal 
Hollister, professional members of the staff. 

The Cuarman,. The committee will come to order. 

This is a continuation of the hearing on H. R. 1981 and S. 715. 
This morning I believe we have Mr. Charles J. Haugh as the first 
witness. 


STATEMENT OF CHARLES J. HAUGH, NUCLEAR ENERGY LIABILITY 
INSURANCE ASSOCIATION 


Mr. Haueu. Thank you, Mr. Chairman. If I may, I would like 
to first read this statement. It is not too long. 

The CHamman. You may proceed. 

Mr. Havueu. My name is Charles J. Haugh. I am vice president 
of the Travelers Indemnity Co. and the Travelers Insurance Co., and 
am here representing the Nuclear Energy Liability Insurance Asso- 
ciation, which is an organization of some 135 capital-stock insurance 
companies established for the purpose of affording liability insur- 
ance for nuclear reactors and related operations. 

Unless you gentlemen desire me to do so, I shall not take the time 
of this committee to explain the organization and establishment of 
the Nuclear Energy Liability Insurance Association as that has been 
covered in testimony as previous hearings held by your committee. 
Since those hearings were held, a great deal of progress has been made. 
I am glad to be able to report that a policy for affording liability 
insurance of reactors has been promulgated, a procedure for the de- 
termination of premiums for such risks has been established, and 
these have been filed with the supervising officials of the several 
States and are available for use both by the Nuclear Energy Liability 
Insurance Association and by the Mutual Atomic Energy Insurance 
Pool. : 

Representative Cotz. May I suggest at this point that you indi- 
cate in the record what the Mutual Atomic Energy Insurance Pool is? 
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Mr. Haven. Thank you, Mr. Cole. The Mutual Atomic Energy 
Insurance Pool is an organization of mutual insurance companies, 
established to afford liability insurance for nuclear energy risks just 
as the stock company association to which I referred was established 
to afford such insurance by those companies. The two organizations 
are cooperating in the rating and writing of such business. 

The CuHatrman. This was formed under what State law, Mr. 
Haugh ? 

Mr. Haven. These are formed, sir, under the laws of Several 
States which provide for joint underwriting syndicates to provide a 
market and facilities for the writing of risks presenting abnormal 
hazards or requiring abnormally large amounts of insurance. The 
several State rating laws provide for joint underwriting organiza- 
tions in such instances. 

The CHatrman. Do they deal with any other insurance excepting 
nuclear energy liability ? 

Mr. Haven. The Nuclear Energy Liability Insurance Association 
deals with the writing of liability insurance for nuclear energy risks 
which will be primarily reactors, but also related risks such as fuel 
reprocessing establishments and similar risks which have a nuclear 
energy hazard. I think that is also true with respect to the Mutual 
Atomic Energy Insurance Pool, but I would rather, if you don’t 
mind, sir, have Mr. Yount, who is I understand going to testify this 
morning, explain in detail with respect to that organization since 
he is more thoroughly familiar with it than I. 

The CHatrman. You may proceed. 

Mr. Haven. Premium charges. In general, the liability hazard 
among reactors may vary markedly one from another depending 
upon five major criteria, namely, the type of reactor, use of the reac- 
tor, reactor size in terms ‘of megawatts of heat, location of the reactor, 
and the degree of containment. The liability insurance premium for 
the individual reactor can be determined only after a consideration 
of all of these factors as they relate to the individual reactor. 

The rating procedure contemplates that after determination of the 
annual premium charge for the first million dollars of insurance in 
the light of the sev eral elements affecting the hazard of the indi- 
vidual reactor, the charges for additional millions shall be arrived 
at as percentages of this base premium as follows: 

For the first million dollars of insurance, base premium charge. 

For each of the next $4 million of insurance, 50 percent of base. 

For each of the next $5 million of insurance, 20 percent of base. 

For each of the next $10 million of insurance, 10 percent of base. 

For each of the next $20 million of insurance, 5 percent of base. 

For each million dollars of insurance in excess of $40 million of 
insurance, 214 percent of base. 

All these charges are subject to a minimum charge of $1,000 per 
million dollars of insurance for power reactors, and of $500 per mil- 
lion dollars of insurance for test and research reactors. 

Because test and research type reactors involve more direct ex- 
posure to members of the public, such as students, scientists, and em- 
ployees of outside concerns; provision is made for a supplemental 
charge in the base premium for the first million dollars of insurance 
for such reactors. Tlowever, the supplemental charge is not ap- 
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plicable to the determination of charges for additional millions of 
insurance. 

Of necessity, the rating of liability insurance for nuclear reactors 
is based, to a substantial extent, upon underwriting judgment sup- 
ported by the best information currently ¢ ‘ailable. The potential 
hazards are extremely great and the limits of insurance which are 
being sought are muc ‘h greater than anything heretofore purchased. 
There is incor porated into the rating proc edure a long term industry- 
wide rating plan whereby the premiums will be reviewed in the light 
of subsequent experience, and in the event substantial losses do not 
emerge over a period of time, a retroactive reduction of premium 
charges will be made. This procedure contemplates that at the ex- 
piration of a 10-year period, a comparison will be made between 
the aggregate amount available for losses (including loss adjust- 
ment expense) in the premiums earned during the first 10 years and 
the actual losses (including loss adjustment expense) incurred. If 
the provision for losses exceeds the actual losses incurred for the 
period, an appropriate retroactive reduction will be made in the 
premiums charged every risk during the first year of operation. 
Annually ther eafter, similar reviews will be made based upon the 
experience of the most recent 10-year period. 

Pitienstely, when reactors have come into general use and in- 
sured experience is available for ratemaking, this retroactive review 
may very well become outmoded. For the present, however, and 
probably for some time to come, it does afford a very useful and rea- 
sonable procedure for ultimate modification of premium charges in 
the event the hazard should be found to have been less than con- 
templated. 

Tentative annual provisional premiums for liability insurance 
have been calculated bor several types of reactors and are cited here 
for the purpose of illustrating the premium charges indicated for 
these several types. 

Power reactor of boiling-water type, 600 plus megawatts of heat, 
fully contained, located in a high value agricultural area. 

Representative Corr. Mr. Chairman, in order to understand Mr. 
Haugh’s statement, I wish you would tell me what you have in mind 
when you say fully contained. 

Mr. Haveu. I appreciate your query, Mr. Cole. We hope it is 
fully contained. Let me say that the containment ecaitenaphate in 
the construction of the reactor is such that it may be anticipated any 
excursion which might be expected as a result of a chemical reaction, 
an explosion in the reactor resulting in a release of fission products 
would be contained within the reactor or its housing, and only under 
most abnormal conditions will it be possible for the housing to be 
ruptured so that the fission products would be dispersed outside of the 
reactor site. 

Representative Cotr. With respect to the reactors themselves, is 
it contemplated that any type would be less than fully contained ? 

Mr. Haven. It could be. You may say I am taking a very simple 
illustration, but it does illustrate it best—a swimming pool reactor, 
for instance. I myself have visited just one swimming pool reactor 
that was not fully contained. As a matter of fact, it was in a build- 
ing in which you just open the door and walk in, and the reactor 
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was within the open pool. I was not unduly perturbed by it. I grant 
you it was a very small capacity reactor. But that one in itself 
was not fully contained. That I appreciate was not a power reactor, 
of course. 

Representative Cots. Generally I know what you have in mind. 

Mr. Haven. In our rating of a large power reactor which is over 
600 megawatts of heat, fully contained, and located in a high value 
agricultural area, the following table indicates the charges. 


Annual pre- | 








Amount of insurance mium per | Total annual 
million of premium 
insurance 

First $1,000,000 - - ; $40, 000 $40, 000 
Next $4,000,000 - - 2 : | 20, 000 80, 000 
Next $5,000,000. .............--- 8, 000 40, 000 
Next $10,000,000- _ 4, 000 40, 000 
Next $20,000,000- - - - gail 2, 000 40, 000 
I cn onthe dpedalpeatecatecat 1, 000 bhdod wniweheits 


The annual provisional premium for $50 million of insurance would 
be $250,000. 

Representative Cote. Mr. Chairman, there are not very many mem- 
bers of the committee to do the interrupting. I wonder if you would 
permit interruptions. 

I am curious to know what was the procedure by which a base 
figure of $40,000 was determined for $1 million. 

Mr. Haven. I want to stress at the outset, admittedly to a substan- 
tial extent it is judgment. What we have actually done was to have 
a discussion with a number of technical people and undertook to de- 
termine with a hypothetical reactor as a base, what would a reason- 
able premium be for a large power reactor under a given set of pro- 
visions. We sought to establish a premium which offers reasonable 
prospects of measuring the hazard as we understand it to exist today, 
but recognizing as we do that we can’t be certain we have super- 
imposed the retroactive adjustment. We hope we are not wrong to 
the extent that the rates are not adequate because if that is so, we do 
lose. It is strictly on judgment, sir, discussing with technicians the 
potential loss and determining if there were substantial numbers of 
reactors, to what extent would you require premiums which would 
permit of the payment of what I will call] normal losses—not catas- 
trophe, but individual instances of claimants, of which there will be 
some—and in addition the amount of contribution toward an overall 
fund which may accumulate over the years to take care of what we 
hope will be the very rare instance of a catastrophic loss. 

Having established a premium for a basic reactor we then related 
all others to it. We undertook to establish a basic premium for a 
high-power reactor located in a populated area. I say in. Let me 
say adjacent to a populated area. The reactor was fully contained. We 
undertook to determine what a reasonable charge would be for that 
for the first million dollars of coverage, and then related our per- 
centage charges that I recited earlier. 

For other reactors we undertook to then say, in relation to this 
base, is this better or worse than that base. Is it of less power? Is 
it in a rural area? Is it in a sparsely settled area? In the case I 
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just cited as an illustration, it is in a high value agricultural area. It 
must be recognized that the area in which the reactor is located or to 
which it is adjacent is going to affect to a substantial extent the pos- 
sible property loss in the event of an excursion. We recognize that 
and undertake to determine that in a highly populated area, other 
things being equal, we would need a much greater charge both for 
property damage and damage to persons than we would, let me say, 
In an agricultural area. 

That in turn would be greater than we would need if the risk were 
located in a sparsely settled area where land values were relativel 
low. All this is judgment, admittedly. We have endeavored in eac 
individual case considered, with the aid and advice of technicians, to 
establish charges that seem reasonable to measure differences in po- 
tential losses in the remote event that there was an excursion or a 
serious incident from the reactor. 

In addition, of course, we have to consider the possibility of not 
just an excursion, but of individual claims in the event of some rela- 
tively minor puff of radioactive material that in itself might not do 
extensive damage, but might result in individual public claims. ‘The 
more densely populated the surrounding area, the greater the likeli- 
hood that such claims may arise. 

The Cuatrman. Did you have anything that you can make a com- 
parison with as to the cost? For instance, on a conventional type 
power-producing plant, would that give you any information, or did 
vou try to compare it with any other line of insurance on a disaster 
basis ? 

Mr. Haven. We really don’t have a great deal to compare it with 
directly. As far as the catastrophe hazard of reactors is concerned, 
frankly it is not comparable with anything with which we normally 
deal in liability. Today, in buying liability insurance, an electric util- 
ity may purchase only excess insurance. I cannot think of something 
‘omparable in terms of catastrophe. ‘They may want to purchase in- 
surance in the amount of up to $5 million. If you are talking about 
the layer of primary insurance, that is a different type of hazard. 
That covers their liability for injury or damage done by their line- 
men, injury to members of the public on their premises, and so on. 

Thinking in terms of catastrophe for a utility normally is quite a 
different thing than this could be. It could happen, of course, that 
as a result of alleged negligence on the part of a utility with some 
high-tension lines, fires might be started and cause serious damage to 
the public. But it is not in the nature of this sort of thing. 

I will say this, sir; it has some bearing on the charges for these 
additional millions, particularly the minimum charges. 

The Cuairman. Did you take into consideration in arriving at your 
cost, the operation of the Government reactors over the past 15 years? 

Mr. Haves. Yes, sir; we did. May I say this, Mr. Durham, the 
excellent record that the Government has had in the operation of 
reactors up to the present time was, I think, the thing that has per- 
suaded the insurance industry as a whole that it should step up and 
afford this insurance. There is a very remote probability of a catas- 
trophe, but it is a terrific thing if it occurs. Lacking any evidence it 
would be natural to be inclined to fight shy of it, sir. The excellent 
record that the Government has established where we have not had, to 
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my knowledge, in this country a serious incident, and we have had 
some sizable reactors, and have them going now. For instance, the 
one at Hanford. It doesn’t follow, of course, that there won’t be any. 

Representative Cotr. On the point raised by Mr. Durham, what 
would the premium be for third-party liability in a powerplant? 
That is, a conventional powerplant, for a million dollars? 

Mr. Haven. We don’t quote rates in terms of insurance on a power- 
plant as a rule, but in terms of payrolls. Some of them have long 
transmission lines, some of them no lines at all, some many substa- 
tions, some just a plant. It is hard to make a comparison. Let me 
say, perhaps, on the more nearly comparable, the charges for the 
catastrophe varies. Within my own organization, sir, as a rule we 
don’t want to hazard a million arnaes on such a risk for less than a 
thousand dollars premium a year. I don’t mean on the first million. 
I mean excess of several million. We would like at least a thousand 
dollars for every million of insurance we write on such a risk. 

The CuairMan. Even for a conventional plant? 

Mr. Haven. That is right. Some have purchased it for somewhat 
less. I have seen a quote on one for $700 for a million of insurance 
in excess of $5 million. I don’t care to write it for that. I have to 
write too many of them for the loss that happens at $700 apiece. I 
mention that only for the purpose of comparison. Maybe it is some 
help to you, sir, in indicating the relationship of some of these charges 
for additional millions to what is more or less current. 

Representative Cote. What are the ranges for third-party liability 
of conventional plants, having in mind a plant of 600 megawatts of 
heat which has no distribution lines involved ? 

Mr. Haven. You are not talking of a reactor. You mean an ortho- 
dox powerplant. 

Representative Cox. Yes. 

Mr. Haven. Liability insurance only, just the plant, no power- 
lines. You don’t mind my saying this is a straight guess, because 
normally they have lines and auxiliaries and the premium is in one 
piece. The public has limited access to the plant as they do here. I 
suppose, and this is a straight guess, if it were located in a sizable 
city—let us say Chicago, New York, or places of that sort—that it 
might be $10,000, $12,000. That is a straight guess. 

I would like, if you don’t mind, to do some checking afterward 
and drop your committee a note to correct that figure if I am appre- 
ciably wrong, if you do not mind my asking for that privilege. 

Representative C OLE. No. 

Mr. Haven. I think you want precise information. I am guessing. 
I would like to correct that either way. 

The Cuamman. We would like to have it for the record. 

Mr. Haven. Yes. 


(The information referred to follows:) 


Cost oF LiApitiry INSURANCE FOR MILLION DoLiAR LIMIT FOR CONVENTIONAL 
UTILity GENERATING PLANTS 


Premiums for public liability insurance for electric utilities are determined 
by applying rates to payrolls. In actual practice it was not possible to find an 
instance where the liability insurance was limited to the generating plant itself 
since practically all utilities own their own transmission lines, feeder lines, et 
cetera, and their liability premiums are determined by applying rates to the 
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total payroll, including plant operating personnel, linemen, meter readers, et 
cetera, 

In an effort to afford the committee some indication of what liability premiums 
may be developed for a conventional generating plant, I secured estimates of 
the number of employees at 2 typical plants and assumed an average annual 
wage of $5,200 per employee. One plant, which has a generating capacity of 
235 megawatts, employs approximately 333 people per annum. On the basis of 
printed manual rates for bodily injury and property damage liability for a com- 
bined limit of $1 million, such an operation would develop in Connecticut a 
premium of $16,208, and in Chicago a premium of $26,909. That particular 
plant is one which has been in operation for a number of years. 

A more modern plant probably would be operated with a smaller number of 
employees. Some figures obtained for a plant which is currently under con- 
struction and is expected to be completed in the near future indicates an expected 
number of employees of 54 for a plant having a generating capacity of 182. mega- 
watts. On such an operation the premium developed under the same procedure 
would, for the State of Connecticut, be $2,628, and for Illinois, $4,364. 

It should be noted that the premiums to be charged for nuclear energy liability 
insurance are not in lieu of premiums currently being paid for liability insur- 
ance, but are in addition thereto. The existing public liability hazard of utilities 
continues unchanged, and the construction of a reactor simply adds to the exist- 
ing liability hazard the additional hazard created by the existence of the reactor. 

The foregoing figures of $16,208 and $26,909 are equivalent respectively to 
0.013 and 0.022 mills per kilowatt-hour. 

Actually, I doubt that the foregoing illustrations are of any particular value 
because, as previously stated, the rates used are applicable to payrolls of em- 
ployees engaged, not only in operating the generating plant, but, alSo, include 
line crews, maintenance crews, service men, meter readers, et cetera, so that 
they represent the average public liability hazard of a utility risk and not the 
public liability hazard of the generating plant alone. Furthermore, as previously 
mentioned, the premium for nuclear energy liability is the premium charged for 
an additional hazard which does not currently exist and which does not displace 
a present hazard, but is in addition to the present hazard. 


THE TRAVELERS INSURANCE Co., 
Hartford, Conn. 
Mr. GEorRGE Norris, Jr., 
Counsel, Joint Committee on Atomic Energy, 
Room F-88, the Capitol, Washington 25, D.C. 


DEAR Mr. Norris: As I told you the other day on the phone, I was endeavoring 
to secure through one of the utilities some estimates of the payroll of conventional 
steam plants for the purpose of seeking to make some sort of rough estimate as 
to what the general liability premiums of such plants might be for a million- 
dollar limit if the liability did not extend beyond the generating plant itself; 
that is, if it excluded transmission lines, meter readings, sales force, clerical 
force, et cetera. 

These figures are purely hypothetical and, as I mentioned to you in our con- 
versation, of no special value because, in practice, the general liability insurance 
Written on risks of this type is not limited to the generating station, and for the 
further reason that charges to be made for the nuclear energy liability hazard 
will be in addition to, and not in lieu of, the charges for general liability 
insurance, 

However, for whatever they may be worth, and on the basis of assumed operat- 
ing payroll, we have calculated that the liability premium for a million-dollar 
limit in the State of Illinois for a conventional steam plant of 180,000-kilowatt 
capacity would be approximately $7,000 per year. In the same State, for a con- 
ventional steam plant of a capacity of 22,000 kilowatts, we come up with an 
annual liability premium of $2,500. 

Premium charges vary by territory. but if I understand what you are seeking, 
these figures may give you some indication as to the relative liability costs for 
conventional plants of these two different capacities. 

Sincerely, 
CHARLES J. Haugen, 
Vice President. 
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Representative Corr. Not taking into consideration the hazard of 
operating powerlines, because that hazard is no greater within an 
atomic plant than within a conventional plant. 

Mr. Haven. No. The powerline itself is not, that is right. The 
members of the public adjacent to the plant are the problem. 

Representative Cotx. I think it would be helpful if the record could 
show the rates for third-party insurance for conventional plants. 

Mr. Haveu. You are talking to the same type of insurance here. 
both bodily injury and damage to property. 

Representative Cou. The | figure you have given us is out of the air. 
It is $1,000 a million. 

Mr. Haven. That is right. 

Representative Corr. As against $40,000 that you have assigned for 
this. 

Mr. Haven. That is a pure guess, and I would like the opportunity 
to supply it. I would like to make a note that I am to do that. 

I realize that normally utilities will calculate their insurance costs 
in terms of power output so for whatever it may be worth—it is not 
in the written statement here—I undertook to determine the cost per 
kilowatt-hour on this first illustration that I am citing here, assuming 
their purchase of $50 million of insurance for $2: 50,000, giving no 
consideration to any potential return afterward at all. That is what 
I will call the maximum cost. 

It is my understanding that utilities ordinarily assume 60 percent 
of capacity operation. That is the figure I used in making this caleu- 
lation. I grant you, sir, it would change appreciably if we assumed 
a higher or lower use of the potential output. I have assumed on this 
600- plus megawatts of heat an electrical output of 180,000 kilowatts. 
On that basis, assuming 60 percent of capacity, it would work out at 
twenty-six one-hundredths of 1 mill per kilowatt-hour. 

The second illustration, I have used a somewhat, but not greatly, 
smaller reactor in a sparsely populated area, a power reactor of the 
pressurized water type, 480 megawatts of heat, again assuming it fully 
contained, and located in a sparsely populated rural area. 
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The annual provisional: premium for $50 million of insurance 
would be $130,000. 

Once again that is without consideration of any retroactive return 
which might ultimately be found to have been earned. 

Following a similar “procedure in measuring in terms of output and 
using the same 60 percent of capacity, I calculate that the cost of 
$130,000 spread over the output would amount to eighteen one-hun- 
dredths of 1 mill per kilowatt hour. 

Representative Corr. I don’t understand the annual provisional 
premium. 
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Mr. Haven. I say provisional because it is subject, as I mentioned 
earlier, to this potential retroactive return 10 years hence. If that is 
not clear, I would like to go into that at some length because I think 
it is a very important element in this entire rating procedure. 

Representative Coz. The retroactive feature does not apply to the 
base premium. 

Mr. Haven. Yes. 

Representative Coir. It applies to all of them. 

Mr. Haven. It applies to the entire thing. What we have in mind, 
and I want to make the record straight on that, Mr. Cole, is that we 
do not intend to let that retroactive return vary with whether an in- 
dividual reactor has no losses or a lot of losses, but we are trying to 
determine whether for this industry in the aggregate the charges are 
just about right or were more than adequate. 

We intend to accumulate the provision in the premiums for losses 
for 10 years, and compare it with the actual losses for all of those re- 
actors for that 10-year period. If the provision for losses in the 
premium is more than was needed for losses, we shall make an adjust- 
ment on the first year’s risks—a percentage reduction applied uni- 
formly to the risks that were insured. A year later, we shall review 
the most recent 10 years of that period. That has the effect, sir, of 
having a 10-year moving average accumulation for losses, during the 
period of time when this industry is largely in the experimental 
stages. In other words, there are not an extensive number of reactors 
and we are determining whether we did charge too much, and if so, 
we will make a retroactive return. 

Ultimately, when reactors are in extensive use and we have a lot 
of insured experience, and we know what happens, we cease to specu- 
late. When we have had hundreds of reactors and their experience, 
then we probably could abandon that particular retroactive feature. 
But it seems to us a very equitable procedure to make available to the 
risks that are being insured. 

The Cuatrman. Hasn’t that been carried in fire insurance, that is, 
the provisional retroactive features ? 

Mr. Haveu. I don’t happen to know of it working that way, not to 
my knowledge, Mr. Durham. I say it in that way because my par- 
ticular field is casualty insurance, and there may be some features of 
this kind in fire insurance with which I am not familiar. 

Mr. Black will testify later, and I am sure he can answer definitely 
your statement “Yes” or “No” to that. I think the answer is “No.” 

The CuarrMan. I thought it had been done in automobile liability 
insurance. 

Mr. Haven. No. We do have this sort of thing and it is a different 
arrangement, Mr. Durham. We have what is known as a retrospec- 
tive rating plan which applies to the experience of the individual risk. 
It is not providing for overall rating of an industry. It is the experi- 
ence of an individual risk. That is quite a different sort of thing. 

Representative Coir. That does not involve rebates. 

Mr. Haven. No, it is a straight rating plan definitely provided 
within the policy. That provides for adjusting premiums within a 
range specified in the policy to reflect the actual losses on an individual 
risk after the policy has expired. 
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Representative Corr. Assume at the end of 10 years there had been 
no casualties, no losses at all, what would you consider to be an appro- 
priate readjustment ? 

Mr. Haven. I see these reporters writing this down. It is going 
to be very substantial, Mr. Cole. I don’t imagine it will ever come to 
pass that there will be no losses. But if there were no losses the adjust- 
ment would be somewhere between 67 and 75 percent. 

Representative Coir. That is between 66 and 75 percent will be 
returned ¢ 

Mr. Haven. If there were no losses of any kind. 

Representative Coir. Will be returned to the insurer or retained by 
the pool ? 

Mr. Haven. Would be returned to the insured, the people that paid 
the premium. These are adjustments with the policyholders, the 
people that pay the premium. 

I want to stress I don’t expect any return as substantial as that, but 
your question is illustrative of the potential range. 

Representative Cote. Assume that your losses at the end of 10 years 
have amounted to 50 percent of the premiums that have been paid, 
what would you consider to be a fair or appropriate return ¢ 

Mr. Haven. I would say on that, that the return would be some- 
where between a sixth and a quarter of the premium. 

Representative Cote. And if 75 percent of the fund is exhausted in 
paying claims, there probably will be no return. 

Mr. Haven. That is right, sir. 

Representative Corr. I just wanted to get some idea of what we 
might anticipate. 

Representative Jenkins. May I ask one question, Mr. Chairman ? 

The CuarrmMan. Yes. 

Representative Jenkins. In your first paragraph you say : 

Nuclear Energy Liability Insurance Association is an organization of some 
135 capital stock insurance companies. 

Let me ask you about what proportion of the insurance companies 
are included ¢ 

Mr. Haven. From the point of view of potential capacity, it is the 

vast majority of them. It is not all of the companies. Perhaps I 
could answer it best by explaining very briefly how this was set up, 
Mr. Jenkins. You don’t mind my taking the time to do that? 

Representative Jenkins. No; I would like to have you do it. 

Mr. Haven. When the syndicate was being organized we invited 
every stock casualty company rated by Best, Which is an organization 
that rates insurance companies nationwide on the basis of their finan- 
cial statement. That included some very, very small ones. We invited 
all of them to participate. All of them did not elect to partic ipate. 

That is quite understandable. But we wanted to get as much capacity 
as we could. Having gotten them in we asked them to indicate the 
extent to which they were willing to participate. The vast majority of 
the companies indicated a willingness to participate, each for from 
$25,000 or more. Their participation ranges from $25,000 up to a 
maximum of $3.5 million for an individual company. I think this 
is in the testimony of a previous hearing. I think there were not 
over a half dozen companies that indicated a willingness to partici- 
pate but set a figure of less than $25,000. Of those half dozen—I 
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think I am right within 1 company, at least 3 of them came back 
and said they would be willing to push theirs up to 25. So we set 
a minimum participation of $25,000 for a company. It now includes 
almost all of the sizable stock companies who write casualty insurance 
and are licensed in the United States. Offhand I can think of only one 
exception of a sizable one. They may have very good reason for not 
being in. I think only one of the sizable companies doing a business 
in a number of States—not just in a limited area—i in j 
tepresentative JENKINS. That is very encouraging. 

Mr. Haven. It is, sir. 

Representative JENKINS. Everybody agrees that the insurance 
business is a great business. W ith these new propositions that are 
coming along, it argues well for you if you had a fair representation. 
Nobody would expect you to have a full 100 percent. 

Mr. Haven. No. I might say this: I don’t want this to look just 
as though it was a stock organization only. May I say the mutual 
companies and their organizations followed a generally similar pro- 
cedure, I believe with equally successful results. 

Representative Jenkins. That is all, Mr. Cairman. 

Mr. Haven. In the third illustration I have used a small reactor. 
This is a power reactor of the boiling-water type, 58 megawatts of heat, 
fully contained, located in sparsely populated rural area. 

May I say, first, there is a typographical error here? Where it 


says first million, $17,360, will you strike out the “1”? It should be 
$7.3 x60. 








| Annual pre- 





Amount of insurance | mium per | Total annual 
million of premium 
insurance 

First $1,000,000 2 $7. 360 $7, 360 
Next $4,000,000 ‘ ; 3, 680 14, 720 
Next $5,000,000 1,470 7, 350 
Over $10,000,000 : cere ae 1, 000 


The annual provisional premium for $50 million of insurance would 
be $69,430. 

You may say we are getting very technical, quoting premiums to the 
nearest $10, but we worked this out letting the decimals fall where 
they will, 

Representative Coir. Is there any ceiling on the amount of insur- 
ance a person may take ? 

Mr. Haven. Yes, sir; there is. The stock company syndicate to 
which I am speaking particularly has a maximum c: apacity of $50 
million. The mutual syndicate for liability insurance has a potential 
capacity of $10 million. So the maximum potential liability insur- 
ance capacity is $60 million. I used $50 million here because it hap- 
pened to be for my own syndicate. I did it for the purpose of illus- 
tration and used the same amount each time for comparative purposes. 

The Cuatrman. What does that work out per mill per kilowatt ? 

Mr. Haven. On the same 60 percent operating capacity, it works 
out six-tenths of a mill per kilowatt hour. 

I may mention that I used 22 megawatt electrical capacity related 
to that 58 megawatts of heat. For these illustrations I took them out 
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of a published exhibit that mentions capacities and just using those 
for illustration I use them here. That is based upon an assumed elec- 
trical capacity of 22 megawatts. 

The Cuarrman. I was thinking about that because I believe that is 
comparable to the Elk River cooperative e plant that they are trying 
to build. 

Mr. Haven. I think in general terms that is right, sir. I was inter- 
ested in that particular one to determine the effect of change in poten- 
tial use. I have no idea whether in these smaller plants the potential 
use over a year is greater or less than in these large urban areas, I 
don’t know enough about the industry toknow. Iw would think almost 
any plant must be used over a year to 60 percent capacity. I worked 
this out to 80 percent to see what happened. That changes from six- 
tenths of a mill to 45/100ths of a mill. 

The Cuarmman. Since we asked you a few minutes ago to supply 
for the record the cost of third-party liability, would it ‘be too much 
inconvenience to give us some figures for the record on a cost per kilo- 
watt cost per hour ? 

Mr. Haven. I will endeavor to do that. It will be on some judg- 
ment figures, but I will be glad to furnish them to you. 

The Cuamman. Thank 3 you. 

(The information referred to was not received at the time of 
printing. When received it will be filed with the Joint Committee. ) 

Mr. Haven. The fourth illustration I used is not a power reactor, 
because there are also involved research and testing reactors. For 
the fourth illustration I used a research reactor of the aqueous homo- 
geneous type, less than one megawatt of heat, fully contained, located 
in an urban area, that is, a large city. 
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The annual provisional premium for $50 million of insurance would 
be $59,000. 

May I refer to a statement cited earlier? In research reactors the 
charge for the first million is computed somewhat differently because 
research reactors have a somewhat greater public exposure. By that 
I mean individual members of the public. People not employees of 
the reactor have much more ready access. They are in there partici- 
pating in experiments, participating in testing of materials. There 
are also portholes in a research reactor that are open for testing pur- 
poses, and more readily accessible, and may more readily cause injury 
to an individual. I am not talking of a catastrophe now, but to an 
individual. There may be students in there. There may ‘be faculty 
members from other institutions there. There are more members of 
the public. So that in the first million there is an additional supple- 
mental charge, but that is not carried through into the charges for the 
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increased millions. In other words, it does not accumulate for the 
additional millions. 

In this particular one, the $12,000 is made up of $8,000 plus 
$4,000 supplemental charge. So that the charge for each million in 
excess of the first—each of the $4 million in excess of the first is 
$4,000. It is not 50 percent of the $12,000. It is 50 percent of the 
$8,000. Then the charge for additional millions above that is always 
related to that base excluding the supplemental charge. 

You will notice that over $20 million this comes down and strikes 
the minimum charge per million dollars of $500. That is a premium 
charge of $500 for a million dollars of coverage. In this one it works 
out in excess of $20 million. 

The premium for a reactor of this type for $50 million of coverage 
would work out to $59,000. 

Representative Corz. Tell me what happens if you have a real 
bangup catastrophe and the amount of damage is $50 million. A 
month or so later there is another one. What protection does the sec- 
ond one have? 

Mr. Haveu. I think I understand your question, sir. The policy 
provides this. We assume the policy has been written for $50 million 
of liability insurance on a reactor. The policy provides that there 
is insurance for $50 million—not per incident, but total amount of 
insurance—as losses incur the amount of insurance is reduced by the 
amount of the loss. It is not automatically reinstated. It may be 
reinstated upon submission and a review of the risk and a proper de- 
termination. If it is reinstated there is an additional premium 
charge. If an incident occurred and it was $50 million—I hope we 
don’t have to decide that issue too early in the proceedings after these 
things get in operation—presumably the reactor as such is out of op- 
eration for the time being. If there were a loss that happened that 
caused $50 million of damage then, it is not going to be operated 
for some time. 

Representative Cote. How about another reactor ? 

Mr. Haven. It doesn’t affect another reactor’s insurance one iota. 
For the sake of discussion we have 10 reactors insured, and there are 
10 different locations, and they are unrelated. One of them goes and 
causes $50 million damage, the other 9 still have their $50 million 
insurance, 

Representative Corr. Even though the original capital or invest- 
ment or participation is exhausted ? 

Mr. Haven. Yes, sir. The losses on reactor A do not in any way 
adversely affect the insurance of reactors B, C, D, ad infinitum. 

Representative Cote. I don’t understand, and it is understandable 
that I would not, because insurance is a rather technical field, but I 
got the idea that this pool was a participating pool of a number of 
insurance companies, each of which have indicated a readiness of 
participate for from $25,000 to $3.5 million. 

Mr. Haven. That is right. 

Representative Coir. Does that mean that those constituent com- 
panies put in as capital $25,000 to this association ? 

Mr. Hauau. No, sir. 

Representative Corn. Does it mean that the $25,000 is the extent 
of the liability of that one company ? 
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Mr. Haven. On each risk in each policy. It is the extent of their 
liability on each policy. I think that clears it up. 

Representative Corz. I see. 

Mr. Haven. They authorize that association to commit them for 
not more than that amount on whatever polici ies they issue. 

Representative Cote. This is not an insurance pool to cover atomic 
activities. 

Mr. Haven. Yes, it is. 

Representative Corr. Not as a pool. It is an aggregation of in- 
surance companies that are ready to pledge themselves to indemnify 
each reactor to the extent of $50 million. 

Mr. Haveu. That is right, sir. It is a syndicate of companies. The 
policy in effect has on it the names of the one hundred and thirty-five- 
odd companies, each saying our proportion is so much of the total 
amount in the policy. Each policy thereon is for the same proportion, 

Representative Cote. The liability of the constituent companies 
would be proportionate to their interest in the syndicate. 

Mr. Haven. That is right. For instance, if the policy were only 
$1 million, they would have a proportionate share of the $1 million. 

Representative Cote. And if the losses of that one policy were 
$250,000, their contribution would be proportionate to their partici- 
pation. 

Mr. Haven. That is right, sir. 

May I repeat, the provisional premium charges applicable to any 
given reactor will be based upon a consideration of the conditions 
peculiar to that reactor. All provisional premium charges will be 
subject ultimately to a retroactive reduction in the event the losses 
industry wide prove to be materially less than contemplated. 

On behalf of my colleagues, as well as myself, I thank you for this 
opportunity to present this report. 

The Cuarrman. Thank you very much, Mr. Haugh. 

Mr. Ramey, do you have some questions ? 

Mr. Ramey. No. 

The Cuarrman. Mr. Cole, do you have any questions ? 

Representative Corr. I have been wondering what would be the 
position of a reactor owner who felt that the premiums that you 
have arbitrarily assigned to his operation were excessive or unreason- 
able. There is no other place he can go, is there ? 

Mr. Haven. That is right. 

Representative Coie. If I don’t like your rates, I will go across the 
street and talk to somebody else. 

Mr. Haven. That is right. 

Representative Corr. In this case he is helpless. It is either that 
or nothing. 

Mr. Haven. That is a perfectly legitimate comment. May I 
answer that, sir? In the first place, all of the rates are subject to the 
State rating laws. I would be the first one to admit that the State 
insurance departments have no more information than we do or than 
you do or others do as to precisely what the premium charge should 
be for each specific reactor. It is for that reason in developing this 
rating procedure—and that is why I have stressed, I hope not unduly, 
this retroactive adjustment—it is for that reason in the rating pro- 
cedure we have incorporated a provision that it seems to us is a very, 
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very fair answer to any industry that says, “Well, but it may ulti- 
mately be proved that it is far more than you need. ” We intend to 
make it part of our contract that if it is, this is the way it will be 
adjusted. They have to give us some time to accumulate some ex- 
perience on this thing. 

It seems to us that the answer is this: In order to accumulate the 
tremendous capacity that is needed to afford these very high limits, 
the companies must act in concert. That being true, there cannot 
be a multiplicity of markets. There are definite provisions in the 
rating laws of the country to provide joint underwriting syndicates 
such as this for that very reason. In the field of property insurance 
generally, where there are very large values insured—for fire in- 
surance and that sort of thing—there are and have been for years 
syndicates in these United States. It is necessary to assemble vast 
capacities of insurance. 

The statute which is under consideration—both the House and 
Senate bill, S. 715 is the one Il remember here, although the House 
bill is identical—provides for establishing financial responsibility. 
It contains a provision as I read it that “this may be through the 
medium of insurance or presumably it might be through the medium 
of securities if an organization elected to demonstrate its financial 
responsibility otherwise. In some other lines of business that is done, 
such as workmen’s compensation, by putting up securities. I would 
not expect that many companies would care to put up actual financial 
guaranties. But I must confess, sir, that in the light of all the 
hazards that are involved, the uncert: ‘ainties that are involved, and 
the procedures that we have established, I hope I am not being preju- 
diced in saying I think we have come up with a rating procedure that 
cannot legitim: itely be protested by the potential purchasers as pro- 
ducing excessive charges, bearing in mind the potential retroactive 
adjustment based upon what actu: ally will happen. 

Representative Coin. It is probably very unlikely that this may 
happen in the next 10 or 15 years, but is it possible from a legal 
standpoint for State insurance policies to upset your procedures for 
establishing the rates ¢ 

Mr. Haven. It is possible. Of course that is a possibility. An 
individual State might say we won’t approve it. I should mention 
this, however. This has been filed in all the States requiring filing, 
and it has not been upset in any of them. We have actually made 
the filings. 

Representative Cote. If it is done, then it will mean another rate. 

Mr. Haven. Yes. We will then have to find some other rating 
procedure if they upset this retroactive provision. I don’t know what 
we would do. 

Representative Coin. There is only one other phase I would like to 
explore. Why do you think it is not advisable to have a retroactive 
adjustment for a company ¢ 

Mr. Haven. For each individual reactor ? 

Representative Coin. Yes. 

Mr. Haven. Because, sir, it would defeat the whole thing. None 
of us expects any degree of frequency of catastrophic losses in this, 
either we in the insurance business or I am confident you gentlemen or 
the people in the utility industry. If by some chance one happens 
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and it is a tremendous thing, it is going to be largely fortuitous 
whether it is one that happened to me or to you or to the next man. 
We are undertaking in this procedure to in effect accumulate what 
amounts to a revolvi ing 10-year fund. It is not going to be large 
enough to take care of a maximum loss but it is a revolving fund for 
all the risks. 

Representative Core. If there were an individual rebate process 
that would tend to encourage the owner to select the type which is 
the most safe, secure and foolproof, whereas if everyone is benefitted 
by a rebate, then they would be inclined to be more careless in the 
selection as well as the operation. 

Mr. Haven. That might be. I would think there is another even 
more compelling reason why each of these utilities or public authori- 
ties operating a reactor want to do the very best they can to avoid this. 
It is a matter of public relations. I was quite interested here, and I 
am sure you will recall it at a hearing a year ago when Mr. Searing of 
Consolidated Edison said, “My industr y is dependent upon good pub- 
lic relations. If my industry does something that does terr ific damage 
to the general public who are all of my customers in that area, it is 
just going to ruin me anyway.” I would think any utility would look 
at it “that yay, and everyone is doing their best, including the AEC 
in their regulation. Certainly the insurance companies are trying to 
do their best to make certain that there is never such an incident. 

Representative Coir. There are varying degrees of bestness, are 
there not? 

Mr. Haveu. I agree. 

The Cuamman. Would this insurance cover hospitals handling 
radiation hazards? 

Mr. Haven. If we are talking about using isotopes for treatment, 
we cover that under our normal liability contracts. 

The Cuarrman. You do? 

Mr. Haven. Yes, sir. If they had a facility of some sort that 
actually fell into this category, it would be available. We propose 
to make this available to anybody who has a reactor, critical assembly, 
fuel processing or reprocessing plant, and things that are directly 
related to reactors. 

The Cuatrman. If you had an accident and it released a large 
amount of radiation from the plant, would it cover the fallout in 
some other State ? 

Mr. Haven. It covers the liability of the plant arising out of the 
operation of that reactor whatever State the claim might ¢ arise in. It 
is very broad. 

Representative Corr. Does it cover a claimant living in a foreign 
country ¢ 

Mr. Haveu. Living in a foreign country at the time he is injured ? 

Representative Cote. No, who is injured. 

Mr. Haven. Who is injured in a foreign country ? 

Representative Coin. Does it cover an alien who is damaged? 

Mr. Haven. An alien not in the United States? 

Representative Core. That is right, somebody in Mexico or 
Canada ? 

Mr. Haven. The policy as it is written is limited to the United 
States and its possessions. If we would extend it beyond that we 
would have to endorse it. . 
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Representative Corz. The claimants. 

Mr. Haven. Let us assume a policy—you say Mexico or Canada, 
either way—the policy as written is limited to the United States. 
But if we had a reactor along the border, in my book we would en- 
dorse the policy to cover claimants across the border. 

Representative Corr. How far away ? 

Mr. Haven. Canada or Mexico. 

Representative Coir. How far across the border ? 

Mr. Haven. It has not come up but as far as I am concerned would 
cover Canada. That is larger than the United States. I rather 
imagine the Canadian people perhaps are going to—they have not 
yet done it—undertake to set up a facility somewhat such as I have 
talked of here in the United States for Canadian reactors. Your 
point has to do with a reactor here and extending across to Canada 

Representative Corz. I think we will do pretty well if we suc- 
cessfully protect the American people and property owners in this 
country without worrying about those that live abroad. 

Mr. Haven. I think so. I am thinking of the liability of the re- 
actor operator, he having a liability to others. That is what he is 
thinking of basically. He wants to protect his liability in the event 
the general public is injured. Using our automobile contract, norm- 
ally we cover United States and Canada. We can’t cover in Mexico. 
You have queer laws in Mexico. 

Representative Coir. Are our courts available to a litigant abroad 
in Mexico or Canada? 

Mr. Haven. If they bring a suit in this country, they are. If they 
bring the claim in this country. I am not talking to this, but other 
operations. Sometimes you may have an instance where something 
happens out of the country and a suit is brought in the United States 
on that. We would afford coverage for that. 

The Cuatrman. Mr. Price. 

Representative Price. Mr. Chairman, I am at a disadvantage be- 
cause I attended two other meetings before I arrived here, so I do 
not know what questions have been asked. I am particularly in- 
terested however in knowing whether any individual company or 
whether the syndicate has ever requested the Reactor Safeguards 
Committee reports. 

Mr. Haven. We have not asked for reactor safeguard reports as 
such, so far as I know. We have asked for information pertaining to 
hazards evaluation reports. What we undertake to do is to ask our 
potential insured whether it be a utility or university with a research 
reactor or whoever it may be, for all the information that is available 
to them with respect to the hazards evaluation, to the site survey, to 
their engineering plans and any other information they have with 
respect to their reactor. We would like to have available to us every 
bit of information that we can get anywhere that pertains to the 
reactor hazard. What we ask our potential insured to do, there is 
this hazard evaluation report that goes into some detail—we want to 
have access to that—and we ask them for authorization to see that. 
We look to our insured to give us authorization to have access to all 
the material that he may have with respect. to this. 

Representative Price. Would that include recommendations from 
the Reactor Safeguards Evaluation Committee? 
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Mr. Haven. I would think it does not. That is not in the hazards 
evaluation report. I don’t think that is part of the hazards evaluation 
report. Their recommendation which is really their actual report—I 
understand they make a written report to the General Manager of the 
AEC—as far as I know is not available to the risk. If it is, we would 
like to see it. If the risk can get it—the risk being the utility or 
reactor operator—if they can have it, we want to see it. 

The Cuamman. You think it would be a good thing for you to 
have? 

Mr. Havew. We would like to see everything that relates to haz- 
ards. The more we learn about the potential hazards on the risk, the 
happier we are. We want to know all we can about it. 

Representative Pricr. Have you explored the availability of such 
reports to your people? 

Mr. Haven. We have done this. We have asked members of the 
staff of the AEC, can we have access to material that is available to 
the insured. Their answer has been “Yes.” We have not asked them 
for copies of any material that they don’t generally make available. 
We have said if there is anything other than what is currently avail- 
able that affects the hazard we would like to be acquainted with that. 
If it is in a report that they feel should not be made available to us, 
we have no quarrel so long as they are willing to tell us what is in 
there that might affect the hazard. 

For instance, I understand there may have been instances where— 
it is a queer term—there may be a trade secret. Someone in working 
out his process or procedure does not want any of his competitors to 
know how he is working something out. If it does not affect the 
hazard, I have no complaint about being told you cannot see it, or 
have any part of it. So long as I can be advised of all the information 
that is available relating to the hazard as such, that is all I can 
legitimately ask for. 

Representative Price. I understand there was an attached paper 
that accompanied the request for inspection by the inspection com- 
mittee of the Mutual Atomic Energy Insurance Pool, the group you 
represent 

Mr. Haven. Mine is a stock company organization. There was 
reference to that, sir, yesterday, and if you ‘don’t mind, would you 
ask that of Mr. Yount, who will follow me? He is representing 
the Mutual Atomic Energy Pool. I am the stock company repre- 
sentative. 

Representative Price. You are familiar with this? 

Mr. Haven. Only to the extent that it was mentioned yesterday. 

Representative Price. Does your group do anything like that with 
respect to this same infor mation ? 

Mr. Haven. What I asked for is what I recited. I did not see 
that. I wonder if that is not really what it was intended to be—to 
ask the assured to authorize us to secure or to be furnished a copy of 
or have access to a copy of the hazards survey, the hazards evalu- 
ation, site survey, and the engineering plans to the extent that they 
are available to the insured. If they will give us authority to do 
that, that is all we need. I think that really is what was intended in 
that. I would guess that is what was intended, sir. 

Representative Price. That is all I have, Mr, Chairman. 
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The Cuatrman. Could we have what Mr. Price. asked for for the 
record ? 

Mr. Haven. Yes. Let me see if I have an exact copy here. Could 
I send it to you? I seem to have a little trouble fishing it out here. 

The Cuatrman. Yes. Do you have a copy of the policy that you 
can supply for the record ? 

Mr. Haven. Yes, sir, a copy of the policy and a copy of our re- 
quest for inspection material. 

(The information referred to follows :) 


REQUEST FOR INSPECTION BY THE ENGINEERING AND INSPECTION COMMITTEE OF 
THE NUCLEAR ENERGY LIABILITY INSURANCE ASSOCIATION 


DISTRIBUTION 


2 ce. Eng. and Insp. Committee. 
1 cc. Association Und. Committee. 
1 ce. Requesting officials. 


Applicant for insurance... niin dnneiien ENG casi shiinirepiaccnthidnaasticdaisivemtid tao 
TUNE: (TOU sitet, cc cnumticeeiimsitnkinieniledy PO is scetstatncntiai nny paiitcchimanteat nani 
NE CN NIE 6 hiss pce em nin stem RI isc scsiniestitiiebiinictiieciniccnipias tei tential aagls 
CERRO OP Cris ck nrntemobainetintab-die inthe beds 


I IN iia init sciem nin sins bhai gn eld hin clara bia ciate Titer Se Bo) 


CORAFARTEE OF QBOTREIOR 6 neisntei nase ani gumbasteede dele oeds apeiee ele ole 


Type of coverage requested______-____ Limits of coverage (dollars) ..__.______ 
IPERS COVERS ER DROGNG icici nnd metinnsidshudeden tuned ~atlalnéi el aiids 
Present status of project___..__._-__ .. Estimated completion date_._.___________ 
DTD OTER OF BDOCIRE ERNIE isin crc des kte ties bk Mead eeaiteia ihe dick 


ATTACH MENTS 


Hazards evaluation report (if not avail- 
able indicate how association com- 
THICEOS CUT CURT) ccc e men one C) 

eS) ap aie ee a 

Engineering description of project_. C) 

Letter of authorization______-_~_-- 

Date requests, received... 

EIR TO etek nconneneransee 

Date report received by committee____-_ 


(Name and title of official requesting inspec tion) (Date) 
(NoTE.—Please read instructions before filling out form.) 


REQUEST FOR INSPECTION BY THE ENGINEERING AND INSPECTION COMMITTEE OF 
THE NucLEAR ENERGY LIABILITY INSURANCE ASSOCIATION 


INSTRUCTIONS 


Applicant for insurance: Name of the prospective purchaser of insurance 
coverage in NELIA. 

Facility owner: Name of the company owning the installation. This may or 
may not be the same as that under the previous heading. 

Name of facility installation: Most facilities now being proposed have been 
given a place name or an institution name. If the installation in question has 
such a name, please designate. 

Contact at plant: Name and title of individual in the applicant’s employ who 
can provide all necessary technical information to the Inspection Committee. 
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Initiating carrier: Name of carrier requesting inspection. This company 
must be a member of NELIA. The request should be signed by a responsible 
officer of the company. 

Description of the property to be insured: This should be brief and include 
the number and types of buildings; the area of the plant site; description of the 
surrounding area with special reference as to the population distribution, sur- 
rounding property and its nature. 

Character of operation: A brief description of the type of installation. Indi- 
eate whether this is a reactor, fuel fabricator or fuel reprocesser. In addition, 
type of reactor should be stated as well as its intended use and rated power. 

Type of coverage requested: Indicate all coverages desired whether workmen’s 
compensation, liability, and damage to premises; including boiler and -ma- 
chinery. 

Limits of coverage: State the dollar value of the policy limit requested. 

Date coverage needed: This should be the effective date of the policy. 

Present status of project: This should include a statement as to whether the 
project is in the blueprint stage, under construction, etc. Information should 
also be provided as to the status of the AEC construction permit or license. 

Estimated completion date: This is the estimated date on which construction 
should be completed and operations begun. 

Remarks and special instructions: Include here any pertinent information 
which will assist the inspection committee in making its contacts to inspect 
with a minimum of delay. 

ATTACH MENTS 


Hazards evaluation report: Each installation at the present time must obtain 
approval from the Division of Civilian Applications of the AEC. In order to ob- 
tain this approval a detailed report must be submitted outlining the nature of the 
installation and its surroundings as well as the steps which have been taken to 
assure its safety. It is essential that the Inspection Committee have available 
for its consideration a copy of the report to the Hazards Evaluation Staff. This 
can be obtained with the approval of the company which makes the reporrt. 
Therefore, the carrier requesting this inspection should make the necessary 
arrangements with the applicant for insurance to obtain a copy of the Hazards 
Evaluation Staff report. If possible, this copy should be appended to this 
questionnaire. 

Site survey plan: The Inspection Committee will need for its consideration 
a plot plan of the site of the installation to be insured as well as plans showing 
the nature of the surrounding areas. These should either be provided with this 
questionnaire or provision made for supplying them to the committee unless 
included in the Hazards Evaluation Committee report. 

Description of project: Detailed information as to all of the operations in- 
volved in the project to be insured should be supplied by the carrier initiating 
this request. This information can be obtained from the applicant. 

Letter of authorization: This request for inspection should be accompanied 
by a letter of authorization signed by an officer of the company to be insured. 
This letter should authorize members of the NELIA Engineering and Inspection 
Committee to confer with the Division of Civilian Applications or other AEC 
divisions, if needed, concerning the installation to be insured. In this letter, 
the applicant should agree to supply a copy of the Hazards Evaluation Com- 
mittee report. The purpose of this letter of authorization is to guarantee the 
complete cooperation of the applicant in the activities of the Engineering and 
Inspection Committee. 

Note.—The information requested in the lower right hand corner is for the 
use of the Inspection Committee only. 








NUCLEAR ENeRGY LIABILITY PoLicy 


March 1, 1957, Edition 





The undersigned members of the Nuclear Energy Liability Association, here- 
inafter called the “companies,” each for itself, severally and not jointly, and 
in the respective proportions hereinafter set forth, agree with the insured, 
named in the declarations made a part hereof, in consideration of the premium 
and in reliance upon the statements in the declarations and subject to the 
limit of liability, exclusions, conditions, and other terms of this policy: 
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INSURING AGREEMENTS 


I. Bodily injury and property damage liability 
To pay on behalf of the insured— 
(@) all sums which the insured shall become legally obligated to pay as dam- 
ages because of— 
1. bodily injury, sickness, or disease, including death resulting therefrom, 
hereinafter called “bodily injury,” sustained by any person; and 
2. physical injury to or destruction or radioactive contamination of 
property, and loss of use of property so injured, destroyed, or contami- 
nated, and loss of use of property while evacuated by order of public 
authority because of possible contamination, hereinafter called “property 
damage” ; caused by the nuclear energy hazard ; 
and the companies shall defend any suit against the insured alleging such bod- 
ily injury or property damage and seeking damages which are payable under 
the terms of this policy; but the companies may make such investigation, nego- 
tiation, and settlement of any claim or suit as they deem expedient ; 
(0b) costs taxed against the insured in any such suit and interest on any 
judgment therein ; 
(c) premiums on appeal bonds and on bonds to release attachments in any 
such suit, but without obligation to apply for or furnish such bonds; and 
(d@) expenses incurred by the insured for such immediate medical and sur- 
gical relief to others as shall be imperative at the time of the nuclear incident; 
and reasonable expenses, other than loss of earnings, incurred by the insured 
at the companies’ request. 


II. Definitions 

Wherever used in this policy— 

(a) The term “the facility” means the facility described in the declarations 
and includes all premises and operations which are related to said facility and 
which are at the location designated in item 3 of the declaration. 

(vb) The terms “source material,” “special nuclear material,” and “byproduct 
material” shall have the meanings given them in the Atomic Energy Act of 
1954, or in any law amendatory thereof. 

(c) The term “nuclear energy hazard” means the radioactive, toxic, explo- 
sive or other hazardous properties of source material, special nuclear material 
or byproduct material, but only with respect to (1) the handling, disposal, or 
use of such materials (other than transportation of such materials off the 
location designated in item 3 of the declarations) in connection with the owner- 
ship, construction, maintenance, operation, or use of the facility; or (2) the 
transportation, including the handling or storage incidental thereto, of such 
materials shipped (a) from the facility, or (b) to the facility from the United 
States of America or any agency thereof. 

(d) The term “nuclear incident’ means an occurrence which results in bod- 
ily injury or property damage caused by the nuclear energy hazard. 

(e) The term “utilization facility” means any facility required by law to 
be licensed as such by the Atomic Energy Commission and includes the site on 
which such facility is located together with all premises used by and all oper- 
ations related to such facility. 

(f) The term “production facility” means any facility required by law to be 
licensed as such by the Atomic Energy Commission or any equipment designed 
or used for the processing, fabricating, or alloying of special nuclear material 
and includes the site on which such facility or equipment is located together with 
all premises used by and all operations related to such facility or equipment but 
does not include any equipment, premises, or other property owned by the United 
States of America or any agency thereof. 


IIT. Definition of insured 

The unqualified word “insured” includes— 

(a) the name insured ; 

(b) any person or organization as owner or lessor of premises occupied or 
used by the named insured for the construction, maintenance, operation, or use 
of the facility; 

(c) any person or organization with respect to his or its operation or use of 
the facility with the permission of the named insured ; 
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(d) any person or organization with respect to the furnishing of services, 
materials, parts or equipment in connection with the planning, construction, 
maintenance, operation, or use of the facility; and 

(e) with respect to any nuclear incident occurring away from the location 
designated in item 3 of the declarations or away from any other production or 
utilization facility and in the course of transportation of source material, special 
nuclear material or byproduct material shipped from the facility or shipped to 
the facility from the United States of America or any agency thereof, 

(1) any person or organization to which such material is consigned, or 

(2) any common or private carrier for hire by automobile transporting 
such material, any employee, partner, director or stockholder of such carrier 
while acting within the scope of his duties as such, and any other person or 
organization legally responsible for such transportation by automobile. 

Subdivisions b, c, d, and e above do not include as an insured the United States 
of America or any of its agencies or employees. With respect to any nuclear inci- 
dent occurring away from the location designated in item 3 of the declarations, 
subdivision d does not include as an insured any common carrier or private cars 
rier for hire or any employee, partner, director, or stockholder of such carrier 
while acting within the scope of his duties as such. With respect to any nuclear 
incident occurring at the location designated in item 3 of the declarations, sub- 
division d includes as an insured any common or private carrier for hire by auto- 
mobile and any employee, partner, director, or stockholder of such carrier by 
automobile while acting within the scope of his duties as such, but does not ix 
clude as an insured any other common or private carrier for hire. 

This insuring agreement does not apply to any employee with respect to bodily 
injury to another employee of the same employer injured in the course of such 
employment. 

Subject to condition 3 and the other provisions of this policy, the insurance 
applies separately to each insured against whom claim is made or suit is brought. 
IV. Application of policy 

This policy applies only to bodily injury or property damage— 

(1) which results from nuclear incidents occurring during the policy period, 
and 

(2) which is discovered, and for which written claim is made against the 
insured, not later than 2 years after the end of the policy period. 


EXCLUSIONS 


This policy does not apply— 

(a) to any obligation for which the insured or any carrier as his insurer may 
be held liable under any workmen’s compensation, unemployment compensation 
or disability benefits laws, or under any similar law; 

(b) except with respect to liability of another assumed by the insured under 
contract, to bodily injury to any employee of the insured arising out of and in 
the course of his employment by the insured; 

(c) to liability assumed by the insured under contract, other than the liability 
of another which would be imposed by law on such other in the absence of an 
express assumption of liability; 

(d@) to bodily injury or property damage due to the manufacturing, handling, 
distribution, or use by the insured, in time of peace or war, of any weapon or 
other instrument of war; 

(e) to bodily injury or property damage due to war, whether or not declared, 
civil war, insurrection, rebellion, or revolution, or to any act or condition incident 
to any of the foregoing; 

(f) to property damage to (1) the facility, (2) premises owned by, rented to 
or occupied or used by any insured for the construction, maintenance, opera- 
tion or use of the facility, (8) any property on such premises, or (4) any source 
material, special nuclear material or byproduct material in the course of trans- 
portation or the handling or storage incidental thereto; or 

(g) to any nuclear incident— 

(1) arising out of source material, special nuclear material, or byproduct 
material while located, transported, handled or used outside the territorial 
limits of the United States of America, its Territories or possessions: 

(2) occurring at any production or utilization facility other than the 
facility described in the declarations; 
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(3) arising out of special nuclear material or byproduct material retained 
by the insured and used for any purpose other than the operation or use 
of the facility, if the bodily injury or property damage occurs after arrival 
of such material at any premises owned, occupied, or used by the insured, 
other than the location designated in item 3 of the declarations ; 

(4) arising out of special nuclear material or byproduct material con- 
tained in or combined with special nuclear material sold or distributed 
by any insured to any person or organization other than the facility, the 
United States of America or any agency thereof, if the bodily injury 
or property damage occurs after arrival of such material at the premises 
designated by such person or organization ; 

(5) arising out of byproduct material, except byproduct material con- 
tained in or combined with special nuclear material, sold or distributed by 
any insured to any person or organization other than the facility, any 
other production or utilization facility, or the United States of America or 
any agency thereof, if the bodily injury or property damage occurs away 
from the location designated in item 3 of the declarations; 

(6) arising out of special nuclear material or byproduct material sold 
or distributed by any insured to the United States of America or any agency 
thereof, if the bodily injury or property damage occurs after delivery of 
such material at any premises of the United States of America or any 
agency thereof, or after arrival of such material at any other premises 
where it is to be delivered ; or 

(7) occurring during the course of transportation of source material, spe- 
cial nuclear material or byproduct material unless such material— 

(a) is being transported from the location designated in item 3 of 
the declarations for disposal as waste or was shipped from such loca- 
tion and thereafter no additional such material was received by the trans- 
porting conveyance; or 

(b) is in the course of transportation from the United States of 
America or any agency thereof to the location designated in item 3 
of the declarations and such location is the next scheduled location for 
delivery of such material. 


CONDITIONS 
1. Premium 


The named insured shall pay the companies the premium, as stated in the 
declarations, for the period from the effective date of the policy through De- 
cember 31 following. Thereafter, at the beginning of each calendar year while 
this policy is in force, the named insured shall pay the premium for such year 
to the companies. 

The premium for each calendar year shall be computed in accordance with 
the companies’ rules, rates, rating plans, premiums, and minimum premiums 
applicable to this insurance and shall be as stated in a written notice given by 
the companies to the named insured as soon as practicable prior to or after the 
beginning of such year; provided, if while this policy is in force any alteration 
in the facility or change in the operations conducted at the location designated 
in item 3 of the declarations shall increase the nuclear energy hazard, the named 
insured shall pay the companies an additional premium from the inception 
of such increase in hazard, computed in accordance with the companies’ rules, 
rates, rating plans, premiums, and minimum premiums applicable to this in- 
surance. Any addition to the facility, or any increase in the capacity of the 
facility or in the amount of special nuclear or byproduct material regularly 
stored at, used by, or shipped from the facility, shall be deemed to increase 
the nuclear energy hazard. 

The named insured shall keep a record of the operations conducted at such 
location and shall notify the companies as soon as possible of any alteration in 
the facility or change in the operations which results in increasing the nuclear 
energy hazard, but failure to give such notice shall not invalidate this insurance. 


2. Inspection; suspension 


The companies shall be permitted to inspect the facility and to examine the 
insured’s books and records at any time, as far as they relate to the subject matter 
of thisinsurance. If a representative of the companies discovers a condition with 
respect to the nuclear energy hazard which he believes to be unduly dangerous, a 
representative of the companies may request that such condition be corrected 
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without delay. In the event of noncompliance with such request, a representative 


of the companies may, by written notice to the named insured, immediately 
suspend the insurance. A copy of such notice shall be sent promptly to the 
Atomic Energy Commission. The insurance so suspended may be reinstated by 


the companies by an endorsement issued to form a part of this party. 


3. Limit of liability ; termination of policy upon exhaustion of limit 

Regardless of the number of persons and organizations who are insureds under 
this policy, and regardless of the number of claims made and suits brought against 
any or all insureds because of one or more nuclear incidents during the policy 
period, the limit of liability stated in the declarations is the total aggregate 
liability of the companies for their obligations under this policy and the expenses 
incurred by the companies in connection with such obligations, including— 

(a) payments in settlement of claims and in satisfaction of judgments 
against the insureds for damages because of bodily injury or property 
oem and payments made under parts B, C, and D of insuring agreement 

’ 

(6b) payments for expenses incurred in the investigation, negotiation, 
Settlement, and defense of any claim or suit, including, but not limited to, 
the cost of such services by salaried employees of the companies, fees and 
expenses of independent adjusters, attorneys’ fees and disbursements, ex- 
penses for expert testimony, inspection and appraisal of property, examina- 
tion, X-ray or autopsy, or medical expenses of any kind; 

(c) payments for expenses incurred by the companies in investigating 
a nuclear incident or in minimizing its effects. 

Each such payment made by the companies shall reduce by the amount of 
such payment the limit of the companies’ liability under this policy. 

If, during the policy period or subsequent thereto, the total of such payments 
made by the companies shall exhaust the limit of the companies’ liability under 
this policy, all liability and obligations of the companies under this policy 
shall thereupon terminate and shall be conclusively presumed to have been 
discharged. This policy, if not theretofore canceled, shall thereupon auto- 
matically terminate. 

Regardless of the number of years this policy shall continue in force and 
the number of premiums which shall be payable or paid, the total aggregate 
liability of the companies shall be the limit of liability stated in the declara- 
tions and shall not be cumulative from year to year. 

4. Notice of occurrence, claim, or suit 

In the event of bodily injury or property damage to which this policy applies 
or of an occurrence which may give rise to claims therefor, written notice 
containing particulars sufficient to identify the insured and also reasonably 
obtainable information with respect to the time, place and circumstances 
thereof, and the names and addresses of the injured and of available witnesses, 
shall be given by or for the insured to the Nuclear Energy Liability Insurance 
Association or the companies as soon as practicable. If claim is made or suit 
is brought against the insured, he shall immediately forward to the Nuclear 
nergy Liability Insurance Association or the companies every demand, notice, 
summons or other process received by him or his representative. 


5. Assistance and cooperation of the insured 


The insured shall cooperate with the companies and, upon the companies’ 
request, attend hearings and trials and assist in making settlements, securing 
and giving evidence, obtaining the attendance of witnesses and in the conduct 
of any legal proceedings in connection with the subject matter of this insurance. 
The insured shall not, except at his own cost, make any payment, assume any 
obligation, or incur any expense other than for immediate medical and surgical 
relief to others as shall be imperative at the time of the nuclear incident. 


6. Action against companies 


No action shall lie against the companies or any of them unless, as a condi- 
tion precedent thereto, the insured shall have fully complied with all the terms 
of this policy, nor until the amount of the insured’s obligation to pay shall have 
been finally determined either by judgment against the insured after actual 
trial or by written agreement of the insured, the claimant and the companies. 

Any person or organization or the legal representative thereof who has 
secured such judgment or written agreement shall thereafter be entitled to 
recover under this policy to the extent of the insurance afforded by this policy. 
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No person or organization shall have any right under this policy to join the 
companies or any of them as parties to any action against the insured to deter- 
mine the insured’s liability, nor shall the companies or any of them be impleaded 
by the insured or his legal representative. Bankruptcy or insolvency of the 
insured or of the insured’s estate shall not relieve the companies of any of 
their obligations hereunder. 


7. Subrogation 


In the event of any payment under this policy, the companies shall be subro- 
gated to all the insured’s rights of recovery therefor against any person or 
organization, and the insured shall execute and deliver instruments and papers 
and do whatever else is necessary to secure such rights. The insured shall do 
nothing after knowledge of a nuclear incident to prejudice such rights. 


8. Other insurance 

If the insurance afforded by this policy is concurrent with insurance afforded 
by a like policy issued to the named insured by the Mutual Atomic Energy 
Liability Underwriters, hereinafter called “concurrent insurance,” the com- 
panies shall not be liable under this policy for a greater proportion of any loss 
or expense than the limit of liability stated in the declarations of this policy 
bears to the sum of such limit and the limit of liability stated in the declara- 
tions of such concurrent policy. 

If the insured has other valid and collectible insurance (other than such con- 
current insurance or insurance under any other nuclear energy liability policy 
issued by the companies or the Mutual Atomic Energy Liability Underwriters 
to any person or organization) applicable to loss and expense covered by this 
policy, the insurance afforded by this policy shall be excess insurance over 
such other insurance, provided: 

(a) if there is no such concurrent insurance, the companies shall then be 
liable for not more than the amount by which (1) the applicable limit of 
liability of this policy exceeds (2) the sum of the limits of liability stated 
in the declarations of the policies affording such other insurance; 

(b) if there is such concurrent insurance, the companies shall then be 
liable for not more than their proportion, as determined by the first para- 
graph of this condition, of the amount by which (1) the sum of the applicable 
limits of liability of this policy and of all such concurrent policies exceeds 
(2) the sum of the limits of liability stated in the declarations of the policies 
affording such other insurance. 

9. Changes 

Notice to any agent or knowledge possessed by any agent or by any other 
person shall not effect a waiver or a change in any part of this policy or estop 
the companies from asserting any right under the terms of this policy; nor 
shall the terms of this policy be waived or changed, except by endorsement issued 
to form a part of this policy executed by the Nuclear Energy Liability Insurance 
Association on behalf of the companies. 

10. Assignment 

Assignment of interest by the named insured shall not bind the companies until 
their consent is endorsed hereon; if, however, the named insured shall die or 
be declared bankrupt or insolvent, this policy shall cover such insured’s legal 
representative, receiver or trustee as an insured under this policy, but only 
with respect to his liability as such, and then only provided written notice of 
his appointment as legal representative, receiver or trustee is given to the 
companies within 10 days after such appointment. 

11. Cancellation 


This policy may be canceled by the named insured by mailing to the companies 
and the Atomic Energy Commission written notice stating when, not less than 
30 days thereafter, such cancellation shall be effective. This policy may be 
canceled by the companies by mailing to the named insured at the address shown 
in this policy and to the Atomic Energy Commission written notice stating when, 
not less than 90 days thereafter, such cancellation shall be effective; provided 
in the event of nonpayment of premium for or if the operator of the facility, 
as designated in the declarations, is replaced by another person or organization, 
this policy may be canceled by the companies by mailing to the named insured 
at the address shown in this policy and to the Atomic Energy Commission 
written notice stating when, not less than 30 days thereafter, such cancellation 


senate APA compar 




































































106 GOVERNMENTAL INDEMNITY AND REACTOR SAFETY 


shall be effective. The mailing of notice as aforesaid shall be sufficient proof of 
notice. The effective date and hour of cancellation stated in the notice shall 
become the end of the policy period. Delivery of such written notice either by 
the named insured or by the companies shall be equivalent to mailing. 

Upon termination or cancellation of this policy, other than as of the end of 
December 31 in any year, the earned premium for the period this policy has been 
in force since the preceding December 31 shall be computed in accordance with 
the following provisions: 

(a) if this policy is terminated, pursuant to condition 3, by reason of the 
exhaustion of the limit of the companies’ liability, all premium theretofore 
paid or payable shall be fully earned ; 

(6) if the named insured cancels, the earned premium for such period 
shall be computed in accordance with the customary annual short-rate table 
and procedure, provided if the named insured cancels after knowledge of a 
nuclear incident, all premiums theretofore paid or payable shall be fully 
earned ; 

(c) if the companies cancel, the earned premium for such period shall 
be computed pro rata. 

Premium adjustment, if any, may be made either at the time cancellation is 
effected or as soon as practicable after cancellation becomes effective, but pay- 
ment or tender of unearned premium is not a condition of cancellation. 

12. Company representation 

(a) Any notice, sworn statement or proof of loss which may be required by 
the provisions of this policy may be given to any one of the companies, and 
such notice, statement or proof of loss so given shall be valid and binding as 
to all companies. 

(b) In any action or suit against the companies, service of process may be made 
on any one of them, and such service shall be deemed valid and binding service 
on all the companies. 

(c) The Nuclear Energy Liability Insurance Association is the agent of the 
companies with respect to all matters pertaining to this insurance. All notices 
or other communications required by this policy to be given to the companies 
may be given to such agent, at its office at 60 John Street, New York 38, N. Y., 
with the same force and effect as if given directly to the companies. Any re- 
quests, demands or agreements made by such agent shall be deemed to have 
been made directly by the companies. 





13. Authorization of named insured 


The named insured is authorized to act on behalf of all insureds with respect 
to the giving and receiving of notice of cancellation of this policy, the payment 
of premiums and receiving of return premiums. 


14. Declarations 


By acceptance of this policy, the named insured agrees that the statements in 
the declarations are his agreements and representations, that this policy is is- 
sued in reliance upon the truth of such representations and that this policy 
embodies all agreemens between himself and the companies or any of their 
agents relating to this insurance. 

In witness whereof, each of the subscribing companies has caused this policy 
to be executed and attested on its behalf by the General Manager of the Nuclear 
Energy Liability Insurance Association, and countersigned by an authorized 
representative, but this policy shall be binding upon each company only to the 
extent of the below-designated proportion of any obligation assumed or expense 
incurred under this policy. 

For the subscribing companies. 

By: J. DEwry Dorsett, 
General Manager, Nuclear Energy Liability Insurance Association. 
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Tue NvucLeaR PNERGY LIABILITY ASSOCIATION, 
60 John Street, New York, N. Y. 
Nuclear Energy Liability Policy No. ---------- 


DECLARATIONS 
Sica T. Preeees TEE on . . . acc cas cs cuiwsce cass eienib nines een mneienian ieee aanaeann 
PANN NN oi ws stbsice abne o'wirdoetesw a techs ab eh esas ade eaten hater eaae ste ieaah aecndaee oes 

No. Street Town or city State 
Item 2. Policy Period: Beginning at 12:01 a. m. on the ~------------------ day 
Ce ea eee , 19___-_, and continuing through the effective 


date of the cancellation or termination of this policy, standard time at 
the address of the named insured as stated herein. 

Item 3. Description of facility: 
Fe eee eee ee ee ced areeee ed ahneies ts do awed ede eee eed 


Type 
{|} Production _] Fuel fabrication 
Fuel reprocessing 
Power reactor 
Critical assembly 
|_|] Research reactor 
{_] Test reactor 


_] Utilization 


Other Dewcrinttees oo 6 oh i etic in leens 

Atomic Energy Commission License No. -------- SORE 2. keke 

The epetator of the facitity i'n 1. ec ce aswn 

Item 4. The limit of the companies’ liability is $._-_-_.------ subject to all the 
terms of the policy having reference thereto. 

Thom &. eremtivetd $2). wslsei. Bal Basic premium, percent _-_-----~-~-- 


Item 6. These declarations and the schedules forming a part hereof give a com- 
plete description of the facility, insofar as it relates to nuclear energy 
basard, Gncept ab neveO ci nce Ra eee 


Representative Coir. I don’t want to detain the other witnesses 
so I will not interrogate Mr. Haugh, but I would like to have him 
submit a memorandum of his observation with respect to the recom- 
mendations of the Commission on the changes in the pending bill. 

Mr. Haveu. To submit that as a memorandum? I would be very 
happy to, sir. 

The Crarrman. I think it would be well for you to comment on 
the changes as they appear in the new bill. 

Mr. Haven. Yes, sir. If I get that in within a few days, will 
that be ample time? 

The Cuarrman. Yes, sir. 

Mr. Haven. I will be happy to do that. At that time I will send 
a copy of the policy and this inspection material that is asked for. 

(The information referred to follows :) 


S. 715 anp AMENDMENT THERETO RECOMMENDED BY THE ATOMIC ENERGY 
CoM MISSION 


The insurance industry recognizes the complexity of the problem which con- 
fronts Congress, and I believe that, if necessary, we can accept for the present 
S. 715 and H. R. 1981 as drafted. 

This does not alter the fact that, in our judgment, the bills might be im- 
proved and clarified. The modifications suggested by the Atomic Energy Com- 
mission answer all of the important questions of which I am aware, and I 
believe the insurance industry could wholeheartedly accept those modifications. 

If I may, I would also like to comment here on a proposal brought out in 
testimony before your committee, and which is not contained in S. 715, H. R. 
1981, or the modifications suggested by the Atomic Energy Commission. I 
refer to the proposal that the indemnity program should apply on a mandatory 
basis to all contractors, subcontractors, et cetera of the Atomic Energy Com- 
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mission itself. I am not questioning the application of the indemnity program. 
My observations relate rather to the concomitant “financial protection” re- 
quirement. 

For some parts of the present and future operations of commission con- 
tractors, I foresee no problem arising out of the lack of a true insurance 
market. For other parts I believe such a problem may be very real, and I cite 
the necessary operations by contractors at Hanford, Wash., and Savannah 
River, Ga., as two prominent examples. 

I urge that if the decision is taken to bring Commission contractors manda- 
torily under the indemnity program, provision be made to permit the Commission 
to waive the financial protection requirement where the Commission is satisfied 
that a domestic insurance market does not exist. 

Since the hearing, further consideration has been given the insurance policy 
for the purpose of meeting the problem of an incident caused solely by some 
uninsured person. This was exemplified by the hypothetical case of an airplane 
flying into a reactor. As a result of this further consideration, I am pleased to 
advise the committee that the policy contract is being revised to include, not only 
the liability of the reactor operator, designer, supplier of components et cetera, 
but, also, the liability of any other person, or persons, without regard to whether 
they may or may not have any responsibility for the operation, construction, or 
design of the reactor or of any of its parts. As a result of this change, the pro- 
posed amendment to subsection 170e for the so-called airplane case and similar 
cases, will not be required as the revised nuclear energy liability contract would 
take care of such cases. 

While the Atomic Energy Commission proposes to disregard “type” in deter- 
mining the amount of financial protection as provided under section 170b, we do 
believe that, for rating purposes, type of reactor must be taken into consideration. 
It is quite possible that the Atomic Energy Commission, in determining the 
amount of financial responsibility to be established by the licensee, has in mind, 
not the relative hazards of individual reactors, but rather the potential damage 
which might be caused by a reactor of a given power. Admittedly, two reactors 
of the same power, but of different types, might have different problems of 
causing a loss of catastrophic proportions, but in the event such a catastrophe 
did occur with either, it might well be that the potential damage would be 
substantially the same for one as for the other. 

It is our considered opinion that type of reactor has a definite bearing upon the 
hazard, and for that reason, we believe it important that it be taken into consider- 
ation in determining premium charges. 

It was suggested that I indicate, too, the extent and reasons for “any incon- 
sistency with the reasons in your position of last year with respect to these 
amendments, if there is any.” While some of the amendments currently under 
consideration were not proposed last year, it is a fact that since that time much 
careful thought and study has been given the entire subject, and it is to be 
expected that as a result of that there would be proposed at this time amendments 
designed to cover situations which might not have been as thoroughly thought 
through a year ago. 

I believe the only inconsistency, if it can be termed that, between our position 
now and that of a year ago has to do with the amount of financial protection to 
be established by licensees. A year ago we urged that all licensees with the 
exception of educational and eleemosynary institutions operating research 
reactors be required to furnish financial protection in an amount equal to the 
amount of liability insurance available. While I believe a good case can continue 
to be made for this decision, it does not appear to be practicable and, for that 
reason, we have receded from that stand. 


Senator Anperson. Is he covering the questions as to why some 
of these changes are proposed? Have you covered that already? 
Do you believe that there should be a provision as the AEC has 
suggested providing that in case of an accident caused by an air- 
plane, for example, that the Government would be the only party 
liable and the insurance companies would be removed from liabil- 
ity? 

Mr. Haven. We did not cover that. That was in line with the 
views to be submitted. 
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The Cuarrman. I asked him to submit a statement on each change 
in the new bill. It was quite lengthy and I did not know whether 
we could cover it all this morning. 

Senator Anprerson. Don’t you think we will have to have a chance 
to reexamine some people and ask them some questions on what they 
suggest, because if we are to exclude from liability of the private 
companies anything that could be clearly proved to be the negligence 
of the operating company, we will successfully have transferred to 
the Government the entire liability or nearly the entire liability. 

Mr. Haveu. May I answer that, Senator Anderson ? 

Senator Anperson. Yes. You heard the questions I directed 
yesterday. 

Mr. Haven. I was here yesterday and I heard that. May I say 
this. It is not that we are proposing that the Government do this, 
that, or the other thing. Rather it is this sort of thing. I think it 
should be pointed out what we are talking to is the liability insurance 
contract. 

The utilities and other power reactors—potential reactor opera- 
tors—indicated, I think quite properly, that if they were to embark 
upon the construction and operation of reactors with their potential 
catastrophe hazard of unknown size, that they wanted some assurance 
of greater protection to cover their liability than was normally avail- 
able. As a result of that, as I understand it, we have set about and 
established special insurance facilities to take care of that, and there 
has been this discussion of the Government indemnity over and above 
that to provide even greater capacity. 

The illustration that was used, sir, was the case of a plane dropping 
into a reactor and causing it to burst its containment, and cause 
widespread damage. 

Senator Anperson. That is right. That is the one we discussed. 

Mr. Haven. Yes. As to whether the reactor operator and/or any- 
body else connected with the reactor was or was not liable in that in- 
stance is contingent in part upon the extent to which the theory of 
absolute liability may apply. Actually what has happened is that 
the contract covers the lability of the owner and operator of the 
reactor and anyone else that has supplied any parts, has anything to 
do with the operation, the construction of the reactor, its design, 
anything of that sort. If it were determined by the courts in this 
hypothetical case that was cited that there was no liability on the 
part of the reactor operator or of anybody connected with the design, 
construction, the maintenance, the operation of the reactor, then 
under those conditions there would be no liability on the operator, the 
owner, or a single soul, and that is what the liability policy was de- 
signed to cover. The liability of anybody that is connected with the 
reactor. 

Senator AnpErson. Then you agree with me that the way the insur- 
ances companies had asked the AEC to change it and the AEC had 
changed it would have relieved the insurance companies of any lia- 
bility in the case of an airplane dropping on a reactor? 

Mr. Haven. No, sir, I did not, and they did not ask for it for that 
reason. I want to point this out. It was very properly pointed out, 
and we feel that things should be pointed out in advance to avoid any 
potential understanding as to what liability insurance is and what 
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it does. Liability insurance, whether it be on these reactors, on an 
automobile, a compensation policy or anything else, covers the full 
legal liability of the people that are insured. In this reactor, the 
people that are insured are large in number in addition to the named 
insured. I am sure you realize it is all these other people that have 
anything to do with the construction of it. If there was an incident 
where the courts said none of those people is liable—none of them 

Senator Anpenson. Then the Government is liable. 

Mr. Hateu. May I go further? I feel we should call to your atten- 
tion the fact, it may be improbable, it may appear to be impossible, 
but there could be such a situation, and you should have been acqainted 
with it in advance. I say this: If the theory of the indemnity legis- 
lation is that people should be paid even if there is no liability on 
any of those people, then under those conditions, if that is the objec- 
tive sought to be accomplished, the bill as now drafted does not do 
it and should be amended properly. We are not asking that you do 
that, sir. But we do feel in all fairness to you, it should be brought 
to your attention and you should know of it before the legislation is 
enacted. It is for that reason that we brought it out. . 

Senator Anperson. Can we get agreement from you that the purpose 
of the amendment was to make adequately sure the Government would 
be liable under those circumstances ? 

Mr. Haveu. As I understand the amendment as proposed, it would 
do just that. Yes, sir, the Government would be liable under those 
circumstances as I understand that amendment. 

Senator Anperson. Didn’t you suggest the amendment? 

Mr. Haven. We suggested that if that is the objective of the legis- 
lation—to take care of the public even though there is no liability on 
the part of anyone connected with the reactor—then that is the way 
to do it. 

Senator Anperson. The other day there was a little story about a 
mouse crawling into a switch, and disrupting the whole system. 
Would that mean that each time there is an accident, the insurance 
companies would be looking for the mouse or pigeon that cause the 
reactor to explode and thereby made the Government solely liable? 

Mr. Haven. No, sir, that is not the case in the general liability con- 
tracts written today, covering all sorts of liabilities, whether it be 
other utilities or not. 

Senator AnDrerson. You don’t know of one other policy, do you, 
where the Government is the whole indemnitor ? ‘ 

Mr. Haven. No. 

Senator ANpERsoN. Why would you bring this out? Of course, this 
is not the accepted practice.: This is wholly new. 

Mr. Haven. That is right. We are setting out to cover 100 per- 
cent the liability of all these people. We have stretched to make 
certain that all of the product manufacturers, supplies, all of the 
people that had anything to do with that reactor, their liability is 
covered. 

Senator Anperson. I picked up a paper by Edward I. Farley of 
Marsh-McClennan, whom you and I would recognize as large and 
reputable insurance brokers, dealing with insurance of nuclear reac- 
tors. I read from it: 
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The $50 million per installation offered by the insurance industry to cover 
third party liability risks does not satisfy the amount of public liability pro- 
tection desired by industry to meet possible damages and to justify risking 
stockholders’ assets in the nuclear field. Therefore, to encourage the develop- 
ment of the atomic energy industry and to provide additional protection for 
the public, Congress is expected to make available up to $500 million indemnity 
above a stipulated amount of this private insurance. When this Federal indem- 
nity becomes available, the total amount of financial protection should be ade- 
quate to remove concern. 


(For full text of Mr. Farley’s remarks, see p. 237.) 


If you read that, you would conclude that the only thing that was 
desired was some additional coverage above the $50 million, but under 
the provision that you have suggested, and that the AEC recommends, 
the $500 million would become available without the private insurance 
companies picking up a nickel of the check. 

Mr. Haven. Under those unique circumstances they would. 

Senator Anperson. Don’t you look toward unique circumstances ? 
How many times have two airplanes flown together in broad daylight 
over the Grand Canyon ? 

Mr. Haven. And collided—once. I agree with you. 

Representative Corr. What is the reason that your policy can’t 
cover that situation without raising the rates ? 

Mr. Haven. It is a liability contract. The sole purpose of the con- 
tract is to say to the purchaser, plus all of his contractors and so forth, 
your liability is covered for so much money. If he has no liability, 
he says he doesn’t need the coverage. 

Representative Coir. It could be made to cover that situation, could 
it not; that is, your policy ? 

Mr. Haven. If the law said that he was liable for anything that 
happened, it would be automatic. I am not proposing that, you 
understand. Offhand, I would envision a great deal of difficulty how 
to phrase a policy that says, in addition to covering liability, it covers 
any other claim that may be brought. 

Senator AnpEerson. You demonstrated it by the language you sug- 
gested be inserted in the act. You automatically transfer to the 
Government all this indemnity. 

Mr. Haven. From a catastrophe. 

Senator Anprerson. Do you think that is desirable ? 

Mr. Haven. I answer you, sir, in this way. In my own opinion 
only—not being a lawyer I suppose I should not express a view on it, 
but I shall. 

Senator AnpERSON. I am nota lawyer either. I am in the insurance 
business, and I am trying to find out. 

Mr. Haven. I would rather expect that it is quite probable that 
the mere existence of an unusual hazardous operation, such as the 
operation of a reactor, in all probability might be construed by the 
courts as in itself establishing liability on the part of the person that 
set it there, on the theory of absolute liability. Mr. Murphy dis- 
cussed that in his report. It is not a settled fact, however, in all 
instances. The courts have held some varying views on this question 
of absolute liability. From our point of view, that particular pro- 
posal with respect to this amendment illustrated by the airplane crash- 
ing is for the purpose of calling attention now to the fact that if the 
purpose of the governmental indemnity, excess of insurance, is to 
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afford additional protection to the operators of reactors for their lia- 
bility, then you don’t need that. If the purpose of it is to make 
certain that under all conditions, even when there may not be liability 
on the part of the owner and operator of the reactor, that members 
of the public will be paid for any damage—even if there is no liabil- 
ity—then you do need it. That is what the difference is. 

Senator Anperson. You tried to illustrate by showing how uni- 
versal the practice was and you mentioned workmen’s compensation. 

Mr. Haven. Yes. 

Senator ANpERsON. Suppose a workman is injured due to his own 
negligence, does he draw compensation ? 

Mr. Haven. Yes. 

Senator Anperson. But the employer has no liability. 

Mr. Haven. He has a definite liability under the Workmen’s Com- 
pensation Act. That is the reason. It is a statutory liability imposed 
on the employer. : 

Senator Anperson. Exactly. You do change the circumstances 
and don’t make it solely liability. 

Mr. Haveu. You are wrong. What I said was that the compen- 
sation policy definitely says it covers the employer’s liability under 
the Workmen’s Compensation Act. It covers exactly that, sir. It 
covers his full liability, included under the Compensation Act, and 
that is an act especially designed to take care of injured workmen. 
It sets out the conditions under which he is liable and the extent to 
which the liability shall be measured. You and all of us issuing 
compensation policies cover that every day. It is a statutory liability 
of the employer. 

Senator Anperson. But it is added to the things that might arise 
out of negligence for which the employer might not be liable. 

Mr. Haven. Yes, but it is liability. 

Senator Anperson. In this particular instance, if the airplane 
drops, it is not the negligence of the operator of that reactor. 

Mr. Haven. That is right. 

Senator Anperson. So if you want to make it comparable you do 
as you do in workmen’s compensation and make them liable as well 
to the general public, regardless of whether they were actually legally 
liable for it. That is what you object to; is that not correct ? 

Mr. Haver. No; I am not objecting. What I am trying to do is to 
call attention to a situation that exists so as to avoid any subsequent 
misunderstanding. It is a case of calling your attention to the fact 
that if the court should say he is not lis able, then all that is not covered 
under the bill as drafted or under the policy. 

Senator Anperson. Let me ask it this way: As the bill was orig- 
inally drawn you would have some difficulty sustaining the fact that 
the insurance company might not be liable in case of a accidental 
explosion ? 

Mr. Haven. No, sir. It would be the same with or without this 
amendment. 

Senator Anprrson. So the sole purpose of the amendment was to 
make the Government legally liable in case you could not find any- 
body else who was liable. 

Mr. Haveu. No, sir. 

Senator Anperson. What was it, then? I thought you just got 
through saying it was. 
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Mr. Haven. No, sir. 

Senator Anprrson. If the court said nobody was liable, and it was 
the desire of the Congress to find somebody liable, then you said this 
made the Government liable. 

Mr. Haven. The amendment as I understand it, as drafted—— 

Senator AnpEerson. You must understand it, because you submitted 
it. 

Mr. Haven. I did not, but it was proposed. 

Senator AnpERsoN. So they must have understood what they were 
submitting. 

Mr. Haven. That is right. 

Senator Anperson. All right. 

Mr. Haven. It is simply this: If it is the desire to make certain 
that the public will be compensated for damage in the event it is 
determined that there is no hability at all on the part of the reactor 
operator and owner or anyone connected with it—no liability—if it 
is still determined that there should be compensation, then the way to 
accomplish it would be in the way suggested there. 

But it was no effort on the part of insurance companies to relieve 
themselves of a nickel’s worth of liability. That is what I want to 
make certain here. It is most unfortunate that impression crept in. 
It was due solely to calling attention to the situation in the event that 
there is no liability on the part of the operator we if there is, 
that proposed amendment would not come into play. If the reactor 
operator or anyone connected with it has any hicbilty, that proposed 
amendment would not come into play at all. 

It is of value only if you desire—that is, you gentlemen in enacting 
legislation—if you desire to make a provision ‘that, even if there is 
no ) liability on anybody’s part, if snsienal is injured you want to pay 
them. That is an entirely different thing than a liability provision. 

Representative Coir. I still do not understand why your policy 
could not be written so as to cover that situation, of protecting the 
public for damage which flows from this reactor, irrespective of 
whether the owner or his subsidiaries are legally liable or not. Why 

can’t a policy be written to cover that? I do not see where it would 
add 1 cent to our premium cost. 

Mr. Haven. I am not trying to quibble or anything of that sort in 
that connection—and this may seem to you an extreme illustration, 
as is the case we are citing extreme—on that. basis if you said anyone 
is injured, let me be very extreme and assume the case of an individual 
who is told, don’t go into that building, there are signs to prohibit 
him from going in, the watchmen and everybody tells him to stay 
out, but he sneaks in and gets himself injured. Everybody told him 
to stay out and he is injured, You feel he should be paid anyway ? 

Representative Core. You are being absurd. 

Mr. Haven. No. 

Represent aive Cote. That would be excluded in your policy. Any 
injury that is incurred by reason of the overt deliberate willful act 
of the claimant would be rejected. Think of something else. 

Mr. Haven. It is to illustrate the problem the drafters get into 
when they try to say you are going to cover beyond the liability. 
The term “legally liable” permits the court to decide. If he is not 
liable, we don't pay. If he is liable, we pay. In most cases you can 
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determine there is legal liability. In the case of injury, there are 
going to be, I suspect, sir, alleged injuries. Some of them might turn 
out to be actual injuries in which there is going to be, to put’ mildly, 
extreme difficulty in relating the injury to a reactor. Unless we are 
extremely careful in the phraseology you might discover that it was 
so broad you are paying all the claims. He “has an injury from ex- 
posure to radiation, if you will. He may have gotten it from an X- 
ray or elsewhere ; we do not intend to cover that. 

[ am not a policy drafter, but I know the problems these people get 
into in trying to draft phraseology so that what all of us agree what 
we intend turns out to be inter preted will be what all of us intended 
when it comes to an argument as to the merits or demerits of a par- 
ticular claim. 

I repeat that this illustration, or this proposal that was mentioned 
here for a possibility of taking care of an incident where there was 
no liability, I admit is possible. It is improbable. It is possible. 
We are not arguing that you do that sort of thing. We think it is 
something that should have been brought out and brought to your 
attention and then the answer to it, it seems to me, should be which 
we are trying to do. 

Are we trying to determine that we should make provision for the 
legal liability of these people who are seeking licenses to operate and 
construct. reactors Ss, or are we going beyond that and seeking to com- 
pensate people where there is no liability on the part of any ‘of them? 

Representative Coir. Does that policy specifically exclude sabo- 
tage ? 

Mr. Haven. I do not recall that it does. It does not is what I am 
informed. 

Senator Anperson. I think we might all recognize as a practical 
matter that if there was a claim that was going to run up to $50 mil- 
lion that the first responsibility of the insurance companies, if this 
amendment is passed, is to try to make sure that the jury finds there 
is no liability on the part of the reactor company so the $50 million 
is paid by the Federal Government. 

We have all gone through litigation before and it is the first respon- 
sibility to find somebody to w hom you can subrogate that claim. This 
looks wide open to that sort of operation. 

Mr. Haven. I can assure you that there was no such thought of any 
shape or manner connected with that question. 

Senator Anperson. The Commission recommended that we do not 
recognize differences in types of facilities. I notice in the Marsh- 
McClellan paper on page 4: 

The following factors will be taken into account with a system of rates for 
each. The first item is type of reactor. 

So the insurance companies apparently are going to work at cross 
purposes to what the Atomic Energy Commission recommended. 

Mr. Haven. We are taking type of reactor into consideration in 
rating; yes, sir. 

Senator Anperson. Then you do not agree with the recommenda- 
tion ? 

Mr. Haven. I think theirs had to do with the determination of 
something other than rates. I forgot the particular section. 

Senator Anperson. It reads this way: 
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With regard to type of facility we believe since all types of reactors are re- 
quired through the license system to be so designed as to assure safe operation— 


and so forth— 
it is not consistent to apply quantity valuation as to various types. 


Mr. Haven. That was the amount of insurance. For them to de- 
termine how much insurance they needed. I believe that did not in 
any way relate to presupposing that we would not consider type in 
determining hazard. 

Representative Coie. If type is an important element in determin- 
ing the rate why is it not equally important in determining the 
amount ¢ 

Senator Anprerson. That is exactly right. 

Mr. Havau. We take type into consideration. 

Representative Core. You will put that in the memorandum you 
will send us? 

Mr. Haven. Yes, sir. 

Representative Coiz. Will you also indicate why any inconsistency 
with the reasons in your position of last year with respect to these 
amendments, if there is any ? 

Mr. Havueu. Yes, sir. 

Representative Coir. On the question of sabotage my attention is 

valled to the fact that your policy does exclude sabotage. Not by the 
express words sabotage— 

This policy does not apply, (e) to bodily injury or property damage due to 
war, whether or not declared, civil war, insurrection, rebellion, or revolution, 
or to any act or condition incident to any of the foregoing. 

That is what sabotage is. An undeclared war or revolution, and 
so forth. 

Mr. Haven. Frankly, Mr. Cole, that interpretation would not hold. 

Representative Cou. Tt would not? 

Mr. Haven. In the first place a loss is attributed to sabotage. In 
the first place it is a difficult thing to prove. In the second place if 
vou do prove that it is a sabotage and an individual actually per- 
formed the act that sustained this loss you still have not connected 
him with an act of war. You have not connected him with delib- 
erately acting on the instruction of a foreign government. I think 
it just would not holdup. 

Senator Anperson. Could I ask a final question. I will get off this 
question of liability because neither one of us is going to be ‘persuaded 
on it. 

I introduced a bill, S. 1684, which had to do with amending the 
act on the Reactor Sitnets irds Committee and providing accessibility 
to these reports for the insurance companies. If you do not wish to 
do so now would you at a subsequent time comment on the necessity 
of making these reports available to you? Maybe not the internal 
documents, but cert: \inly the essence of all these reports. 

Mr. Haven. May I say this, Senator, I think Mr. Price raised a 
similar question. May I answer it briefly in this way: 

We feel that there should be available to us from our insured—the 
reactor operator or the person seeking the insurance—all the infor- 
mation that is available to him pertaining to the reactor hazards. We 
ask for access to the hazards evaluation report, the site survey, the 
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engineering reports which will give us details on the reactors, its 
structure and containment, and anything else pertaining to the haz- 
ards. We would like to have available to us all the information that 
the Atomic Energy Commission has that affects the hazard of that 
particular installation. 

We have no disagreement with not having access to any records 
which do not pertain to the hazard and which may be deemed to be 
confidential within their organization. That is of no concern to us 
so long as we can have all the information that is available pertain- 
ing to the hazards of the particular risk. 

The Cuatrman. Thank you. 

Senator Anprerson. May I finally say, do the schedule rates sub- 
stantially favor the large utility operator as against the smaller one 
who might want to set up a small plant ? ; 

Mr. Haven. Let me say this. They are not set up or designed to 
favor large or small. F 

Senator Anperson. I did not use the word “designed”. 

Mr. Haven. I understand. 

Senator AnpErsoN. Do they favor? 

Mr. Haven. In this term, yes. I used several illustrations and T 
undertook to endeavor to express those premiums in terms of mills 
per kilowatt hour. In these illustrations they ranged—this was for 
the provisional premium without considering any retroactive return 
on the adjustment basis—on the basis of 60 percent operating capacity 
they range from *%oo of 1 mill for the first case I cited, which was the 
largest reactor, to a small reactor which came out six-tenths of a mill. 
Those were the figures I believe I put in the record. 

Representative Coir. On the kilowatt basis the rate favors the small 
one. 

Mr. Haven. No. It does not favor him. It is a little over twice 
what it is on the very large one. It is about three times on what it is 
on one in a sparsely populated area and was a large capacity reactor. 

I would expect, Senator, and I do not know too much about utilities 
or anything else, that in the generation of power by and large that 
other things being equal a large plant can generate electricity for 
somewhat less than a small plant. I would expect that to be true. 
It is true in a great many things where you have quantity production. 
It can work out less. Their actual premium is larger. But because 
they can generate relatively more current it gets their kilowatt hour 
cost down on the large one. 

Senator Anperson. I have not read your paper, but reading the 
Marsh-McClellan paper they came out with about the same .65 mills 
per kilowatt-hour with an accuracy factor of plus or minus 50 percent. 

Mr. Haven. Yes. 

Senator Anperson. The rates you have given here on the boiling 
water type mean that it would cost $120,000 for the first five million 
and $130,000 for the next 45 million, is that correct ? 

Mr. Haven. That is illustration number 1. I should not have 
spread so many papers in front of me. I think there is $10,000 miss- 
ing myself. 

Senator Anperson. $120,000 for the first 5 million and $130,000 for 
the next 45 million. 

Mr. Haven. That is not right. 
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Senator Anperson. So the operator of a small plant such as a 
cooperative in Nebraska, even though the Commission decided that 
because of its relative scarcity of population around it and the small 
amount of property damaged by it, is only required to pay for $5 
million, they would be paying half as much as the one located in New 
York City that involved $50 million coverage. 

Mr. Haven. No. The one in New York City would pay more than 
we looked at here. This was not in New York City. That was 
located in a high value agricultural area. The one in New York City 
would pay more than that, sir. 

Senator AnpErson. I see. This one is 50 miles from Chicago. That 
is an agricultural area, is it not? 

Mr. Haven. Yes. 

Senator Anperson. That is the Dresden plant, is it not? 

Mr. Haven. Yes, that is right. 

Senator Anprerson. I will skip the New York illustration and say 
that a reactor out in Nebraska located in a very isolated area with no 
large property values within 200 miles of it in any direction would pay 
half as much for $5 million coverage as the Dresden plant with all the 
great values near Chicago would pay for $50 million coverage. 

Mr. Haven. I do not know about the 200 miles. I have not done it 
on that basis. This third one was an attempt to approximate the Elk 
River which was in Minnesota. 

Senator Anprerson. It might end up 179 miles or 182 miles but 
roughly some figure like that. 

Mr. Haven. I will say to you, sir, using the first illustration for the 
same amount of insurance, the first came out for a million dollars of 
insurance at $40,000 and the other came out $7,880. I do not think 
those are unreasonable differences at all, sir. I am talking to the first 
million. When you add the next 4 million to it, the Dresden one you 
referred to, the other one the small reactor—are you talking to the 
ones I used—came out $14,720; the Elk River one. 

Senator Anperson. I merely said if the Atomic Energy Commission 
decided that this cooperatively owned reactor out in Nebraska, located 
as it will be away from high property values so you do not have the 
property damage to worry about that you do with high values close 
at. hand, located away from centers of population, so you do not have 
the individuals to worry about, if they require that only $5 million of 
insurance is required on that but require $50 million of insurance on the 
Dresden plant 40 miles from Chicago, the cooperative in Nebraska 
would pay half as much for its $5 million as Commonwealth Edison 
would pay for its $50 million. Is that correct? 

Mr. Haven. I do not think that is quite right, sir. 

Senator ANDERSON. Suppose you send us a memorandum showing it 
is not right. 

Mr. Haven. Yes. 


(The information referred to follows :) 








COMPARISON OF ELK RIVER AND COMMONWEALTH EDISON PREMIUMS 


On page 144 of the testimony, Senator Anderson asked that I submit a memor- 
andum indicating whether or not he was correct in his assumption that the 
Elk River project, if required to purchase only $5 million of liability insurance, 
would pay half as much for that amount of insurance as Commonwealth would 
pay for $50 million of insurance. I indicated that that was not right and agreed 
to submit a memorandum. 
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The figures appearing in my prepared statement and made part of the record 
show for illustration No. 1, which is the Commonwealth Edison project, a prem- 
ium of $250,000 for $50 million of insurance. That same statement shows for 
illustration No. 3, which is the Elk River project, a premium of $22,080 for $5 
million of insurance. This latter figure is not half of the amount which would 
be charged Commonwealth Edison, but is slightly less than 9 percent of that 
amount. 

Mr. Haven. I would like to point this out to you. We are talking 
about different amounts. I am not arguing the merits or what the 
amount should be for a particular one. Because there was interest 
in this small reactor that I say is the equivalent of the No. 3 illus- 
tration, in working out the cost per kilowatt-hour, I did not check it 
on the $5 million that you referred to, but I did on $10 million. The 
cost per kilowatt-hour would be almost the same as it is for the 
Chicago one, 25 one-hundredths of 1 mill, assuming 60-percent output, 
which is just about what you would say is equivalent in cost measured 
in terms of electrical output. The Chicago one required to buy $50 
million and that one required to buy $10 million. It seems to me 
that illustrates the legitimacy of the thing. 

tepresentative Price. Mr. Haugh, I notice in the information that 
you have furnished to the committee on the quotation of insurance 
for reactors, you furnished us with quotations on five reactors. 

Mr. Haueu. Yes, sir. 

Representative Price. Have you furnished quotations on any other 
reactor projects ? 

Mr. Havueu. Let me think which were in the five. I know they 
are working on two this week while I am down here. I don’t know 
if they have finished. 

Representative Pricer. Have you submitted a quotation on the 
PRDC reactor ? 

Mr. Haven. No. That has not been submitted, and we have not 
furnished that. The Vallecitos is in there. The Commonwealth Edi- 
son is in there. 

Representative Price. It would seem to me that having broken 
ground last August, the assumption being that they are further along 
than many others in their work, and that would be the earliest one 
seeking a quotation. Is there any reason why a quotation has not 
been furnished up to this point ? 

Mr. Haven. Only, this,sir. We do have to first get someone to say, 
“T want insurance,” and “How much is it going to cost me?” and you 
have access to this, that, and the other before we can move. 

Representative Price. They have never asked you? 

Mr. Haven. We have not to my knowledge—and I think I would 
know of it if we had—we have not been asked at this point to make a 
quotation on that reactor. 

Representative Price. You say there are two others that you think 
were asked ? 

Mr. Haven. There were a couple of small ones. I am sorry I can- 
not remember the names. There is a research reactor. As to whether 
the one at MIT has actually been submitted for rating, 1 don’t know; 
it might very well have. That is a research reactor. 

Representative Pricer. I assume you are thinking more in terms of 
power reactors than research. 


Mr. Haven. Yes. 
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Representative Price. I wonder if you would mind bringing this 
up to date before we conclude the heari ing on this matter? 

Mr. Haven. Certainly. The hearings are continuing tomorrow ? 

Representative Price. Yes. 

Mr. Haven. I will find out by phone tonight what the status is at 
the end of today, and can hand you gentlemen the information on 
the status of that if you wish, 

(Mr. Haugh subsequently informed the Joint Committee by letter 
dated April 1, 1957, that “no additional power reactors had been rated 
by the Committee. The reactors they were undertaking to rate at 
that time were research reactors.”—Ed.) 

The Cnarmman. Thank you very much, Mr. Haugh. We have 
kept you for 2 hours, now. 

(Nore.—Pertinent correspondence regarding proposed rates for 
nuclear reactors to be charged by the Nuclear “Energy Liability In- 
surance Association, follows, together with correspondence from Mr. 
Haugh regarding S. 1684 and the proposed extension agreement to 
the nuclear liability insurance policy :) 

NUCLEAR ENERGY LIABILITY INSURANCE ASSOCIATION, 
New York, N. Y., February 21, 1957. 
Mr. JAMES T. RAMEY, 
Eeecutive Director, Joint Committee on Atomic Energy, 
The Capitol, Washington, D. C. 

Dear Mr. RAMEY: Please refer to your letter to Charles J. Haugh, vice pres- 
ident of the Travelers, concerning the specific rates which have been tentatively 
quoted on reactors. 

These rates are established for our members by the National Bureau of Cas- 
ualty Underwriters, a licensed rating organization under the various State reg- 
ulatory laws, in accordance with a rating rule now in effect under those laws. 
Rates for members of the Mutual Atomic Energy Reinsurance Pool are simi- 
larly established by the Mutual Insurance Rating Bureau, which has been coop- 
erating with the national bureau in the establishment of proper rates for these 
new hazards. 

I enclose herewith copies of letters sent to us by the national bureau with 
respect to the three risks for which we requested that rates be established by 
the bureau in accordance with their filed rating rule. 

In addition to these three risks, it is our understanding that, upon the request 
of the Mutual Atomic Energy Reinsurance Pool, two other specific rates have 
been promulgated by the Mutual Insurance Rating Bureau. It is our further 
understanding that these are as follows: 


Yankee Atomic Electric Co.—Location of reactor, Rowe, Mass. 


Amount of insurance: Annual premium 
BRON: PIT OE inti ecscnnsts tains neem vn tecnsa pin eked altdiataid aca cee See $20, 000 
UGS Min i *10, 000 


POI Gy, Sam eR, cscs ists ens tg ns ns a nsinias ach earecacm  es *4, 000 
Pa GUN SID os os rns. sinensis aise onion icone ane ea eonniadnencansestecas ae Li *2, 000 
DUO, RAIN cots scsssoniveniss no sens chit ee toiecnch Asstt tak ace eR See *1, 000 
DG ee ee parece as ca ie savers es re Smee cd clad Se in dh eae ences *1, 000 


1For each million dollars of insurance. 


Armour Research Foundation—Location of reactor, Chicago, Ill. 


Amount of insurance: Annual premium 
Te i A a a ol $12, 000 
I ae a a a a a ee ae a 74, 000 
SR *1, 600 
I 800 
I a eh 500 
UU Gar sh a i a ee a 1500 


1 For each million dollars of insurance. 





























120 GOVERNMENTAL INDEMNITY AND REACTOR SAFETY 


The foregoing ratings contemplate coverage for any “hot” laboratory operated 
at the site of the reactor. The rating developed for Battelle Memorial Insti- 
tute contemplates coverage also for a critical facility at the same location as 
the reactor. 

I trust that this gives you the information you desire. Please be assured of 
our continuing desire to cooperate with the Joint Committee on Atomic Energy 
in all respects. 

Very truly yours, 
J. DEWEY Dorsett, General Manager. 


NATIONAL BUREAU OF CASUALTY UNDERWRITERS, 
New York, N. Y., February 18, 1957. 
Mr. J. Dewry Dorsett, 
General Manager, Nuclear Energy Liability Insurance Association, 
New York, N.Y. 

DeEAR Mr. Dorsett: On the basis of the information currently available to us, 
we are approving the following tentative annual provisional premium charges 
for nuclear energy liability insurance for the nuclear reactor, including any 
incidental “hot” laboratories, operated by the Commonwealth Edison Co., et al., 
in Grundy County, Il1., Battelle Memorial Institute, in West Jefferson, Ohio, and 
General Electric Co., in Vallecitos, Calif. : 


Commonwealth Edison Co., et al.—Location, Grundy County, Ill. 


Amount of insurance: Annual premium 
I en te eae $40, 000 
I a ta a Beedle * 20, 000 
ee ee acetate ealiemen 8, 000 
Neen nn nn nn en cen eee een en ean emcoonen 4, 000 
Neen ag gee 22, 000 
Teen eT nT nn en nnn nce ed cman *1, 000 





1 For each million dollars of insurance. 


Battelle Memorial Institute, Columbus, Ohio—Location, West Jefferson, Ohio 


Amount of insurance: Annual premium 
ES EE ee ee ee Oe rE wes Le ea ee) $6, 250 








I a a ncn een nnieer iT * 750 
a i cteenibpprenigighinsbenininai * 750 
a Macc esa cetin teractions pyensy wegchierecencpeees etares * 750 


2 For each million dollars of insurance. 














General Electric Co.—Location, Vallecitos, Calif., near Livermore, Calif. 









Amount of insurance: Annual premium 
ie i ces eastside AR tee $6, 000 
I le ee SOU Ee *3, 000 
I eg *1, 200 
Nee ceteubinantninwstianawelbiimand tie ti tiwel 1,000 
I a a a kd LI be *1,000 
oo cineseninineieneeinereeein bio uatna laced *1, 000 






2 For each million dollars of insurance. 











These premium charges are to be adjusted on a pro rata basis for the period 
from the effective date of the coverage to January 1, 1958. For coverage 
beyond January 1, 1958, it will be necessary to resubmit these risks to the na- 
tional bureau for approval of the appropriate provisional premium charges. 

We wish to emphasize that the foregoing quotation is completely tentative, 
being based on information previously submitted to us. The final provisional 
premium charges to apply up to January 1, 1958, will be determined upon sub- 
mission of additional information subsequent to a complete inspection of these 
facilities. 5 
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The provisional premiums applicable to these risks will be subject to any ad- 
justment developed in accordance with the terms of the long-term industrywide 
rating plan providing for a retroactive downward adjustment of rates in the 
event substantial losses do not emerge over a period of time and surpluses 
develop. 

Yours very truly, 
NUCLEAR ENERGY LIABILITY DIVISION. 
R. H. EvLiorT, Manager. 


Insurance rates on reactors 


[Composite table] 


Amount Electric Thermal 
kilowatts kilowatts 


Yankee Atomic Electric Co____-- | $130, 000 134, 000 480, 000 
Armour Research Foundation - - - patce Sethe hich dc case 59, 000 0 50 
General Electric Co. (Vallecitos, Calif.) - ; ahd | 67, 000 3, 000 12, 000 
Commonwealth Edison_____..--- packer each 250, 000 | 180, 000 | 630, 000 
Battelle Memorial Institute -_ —-----_- rman: ; ----| 50, 500 | 0 | 1, 000 
Fe MANOP in ceed ace seers ele cdg eteeetidesdtueedcseskesu 69, 430 | 22, 000 | 58, 000 


These figures were determined by the following rates per million of in- 
surance: 


Next 4 | Next 5 Next 20 Next 10 


| 
Company Ist million | Next 10 
| | million million | million } million million 
Lipide ned iadaiial sheets dedi ds tetnilgricn 
ee) a oe ce; (eee oe | SF | 

Yankee vil pekeeitn adie $20, 000 | $10, 000 | $4, 000 | $2, 000 $1, 000 $1, 000 
Armour Dh Ss dheanatea! 12, 000 | 4,000 | 1, 600 800 500 500 
General Electric. - | 9, OGO 3, 000 1, 200 1, 000 1, 000 1, 000 
Commonwealth 40, 000 | 20, 0CO 8, 000 4, 000 2, 000 1, 000 
Battelle 46 See asst 6, 250 | 2, 250 1, 050 7, 750 750 750 
Elk River. .....-....- ueced 7, 360 | 3, 680 1, 470 1, 000 1, 000 1, 000 


| | 


THE TRAVELERS INSURANCE Co. 
AprRIL 8, 1957. 
Mr. JAMES T. RAMEY, 
Ezecutive Director, Joint Committee on Atomic Energy, 
The Capitol, Washington 25, D. C. 

DeAR Mr. RAMEY: Unfortunately, your letter of March 22 did not reach me 
until after I had returned from the March 25-27 hearings. 

I am of the firm opinion that the Reactor Safeguards Committee performed 
an extremely useful function. This is not merely my own opinion, but that of 
all of my associates on the governing and rating committees of the Nuclear 
Energy Liability Insurance Association. 

I believe, in fact I urge strongly, that such a committee should continue in 
existence. Certainly, S. 1684 would insure the continuation of such a committee. 

Sincerely, 
CHARLES J. HAuGH, Vice President. 





THE TRAVELERS INSURANCE Co., 
April 9, 1957. 
Mr. GreorGe Norris, Jr., 
Counsel, Joint Committee on Atomic Energy, 
The Capitol, Washington, D.C. 

DEAR Mr. Norris: Mr. Haugh has gone out of town for 10 days and he left 
me a note to the effect that he had promised to furnish you with a description 
of what we have been calling the “iffy’’ policy, to be issued by the stock and 
mutual liability pools against nuclear energy hazards. I am describing the 
intended coverage below in general terms, and if any part of this letter is inade- 
quate for your purpose I will appreciate your letting me know. 

Neither the forms nor the rating system for this coverage are complete, but 
as we see it now, it will not be a separate complete policy, but rather it will 





122 GOVERNMENTAL INDEMNITY AND REACTOR SAFETY 


be the facility policy which you have, modified by what will probably be called 
a “special coverage endorsement.” 

In the typical situation an operator of a private reactor will buy a reactor 
policy which, as you know, gives coverage not only to him but to all other con- 
nected interests such as designers, constructors, or suppliers of the reactor. 
Actually, as a result of the discussions at the recent hearings, we are working 
on a redraft of the reactor policy to bring in all interests who may be liable. 
The now classic example of this latter type of interest is the owner of the airplane 
which by chance crashes on the reactor, precipitating an incident. 

Quite early in the discussions of nuclear energy liability coverage with our 
present customers who find themselves in the position of designer, builder, sup- 
plier, etc., we encountered a line of reasoning which runs something like this: 
You insurance companies say that you are going to sell insurance to the reactor 
operator and that the policy you issue to him will also insure me and all other 
interests in a similar position to mine. That is fine, but what assurance do I 
have that the reactor operator will purchase limits which I consider adequate 
or that he will be sure to maintain the insurance in force? 

It is clear enough that no such assurances can be given. We therefore agreed 
to the principle that we would make available a single-interest policy to the 
supplier type of interest under which he could purchase whatever limits he liked 
covering him only, up to the capacity of the syndicates. 

The name “Iffy” got tied to this type of coverage because it will definitely 
provide that a supplier buying such a policy will have available to him not the 
total limit on the face of his policy, but rather that limit minus the limit pur- 
chased by the reactor operator. There will be a further provision to the effect 
that the total liability on all policies covering a particular reactor will not ex- 
ceed the maximum capacity of the syndicates. 

At the present time, in the absence of enacted indemnity legislation, and when 
some operators of small reactors appear to be thinking in terms of relatively 
low insurance limits, there is real interest in “Iffy” coverage. It is possible that 
when indemnity legislation is enacted this interest will disappear entirely. 
However, I could not guarantee even in the presence of indemnity legislation 
that there will not be some who will still want to make assurance doubly sure. 

Sincerely, 
R. H. Butter, Secretary. 


The CHatrman. The next witness is Mr. Hubert W. Yount, vice 
president, Liberty Mutual Insurance Co. 


STATEMENT OF HUBERT W. YOUNT, MUTUAL ATOMIC ENERGY 
REINSURANCE POOL AND THE AMERICAN MUTUAL INSURANCE 
ALLIANCE 


Mr. Yount. Mr. Chairman, gentlemen, my name is H. W. Yount. 
I am vice president of the Liberty Mutual Insurance Co., and of the 
Liberty Mutual Fire Insurance Co. I am appearing here today at 
the invitation of the committee, representing the members of the Mu- 
tual Atomic Energy Reinsurance Pool and the American Mutual 
Insurance Alliance, which sponsored the original organization of that 
pool. 

In the invitation which the committee extended, they asked me to 
discuss three particular points. The first had to do with indemnity 
legislation. 

A year ago, when I had the privilege of appearing before the com- 
mittee, we took a neutral position on the need for such legislation, 
raising no objection, and pointing out certain things that ‘probably 
should be considered if legislation was to be drafted. We submitted 
several proposed amendments to the legislation last year. 

After working with our customers for a year, I think we are pretty 
well convinced that in the public interest and to further the program 
of the peaceful development of atomic energy, some such legislation 
is necessary. Whether the hazards involved are actually so ‘great as 





ae = 


GOVERNMENTAL INDEMNITY AND REACTOR SAFETY 123 


people fear or not seems immaterial. The fact is that our customers, 
the manufacturers of equipment for atomic industry, are vitally inter- 
ested and desire such legislation. 

Furthermore, we believe that if the indemnity principle is accept- 
able it should apply equally to all types of hazards, whether licensed 
private operations in accordance with the provisions of the 1954 act 
or whether under Government operation or financed by the Govern- 
ment under private contract arrangements. The reason for this posi- 
tion is that we believe the manufacturers of component parts and 
supplies should be in the same position with respect to protection 
regardless of whether they are selling to Government or private in- 
dustry. At the present time we believe that with respect to Govern- 
ment operations the contractor performing the operation is held harm- 
less but the supplier of parts can still be held liable under products 
liability for all of the damage that might result in the event of a 
nuclear failure at a Government installation. We believe the basic 
protection to such suppliers should be the same in all circumstances, 
including oneenenas indemnity. 

Our views last year favored the Anderson bill, which has been 
introduced this year as S. 715. I had the privileve yesterday of re- 
viewing for the first time the amendments proposed by the Com- 
mission. 

In order to understand our views with respect to those amend- 
ments, it must be kept in mind that we have regarded this problem 
as one requiring very close collaboration and cooperation among all 
parties at interest. Our liability insurance coverage, for instance, 
should track as far as possible the coverage that is to be given by a 
Federal bill, or es versa. As a matter of fact, in drafting our 
coverage this year, we followed as closely as we could the original 
provisions of the Anderson bill with respect to who was to be covered 
and what was to be covered and what kind of an incident was to be 
covered, and so on. That has been one of our problems in drafting 
coverage. 

The amendments which the Commission has proposed appear sat- 
isfactory to our group in order to accomplish these objectives. ‘Theve 
is one other discrepancy between the proposal of the Commission re 
draft, Senate 715, and our nuclear liability insurance policy which 1 
should. bring to your attention. The insurance industry approach to 
date has been to issue a policy on a single location for a specified 
amount of coverage, and not an event. The bills which have here- 
tofore been considered are on an event basis. We rejected the event 
concept in the development of our coverage for the reason that we 
felt that a lot of the claims would drag out for a long time. There 
would be delayed reporting, and so on, and it would be very difficult 
to determine the actual cost of an event. An amount of insurance per 
location was probably a sounder approach. 

Representative Corr. I don’t understand the difference. Would 
you explain it? I don’t understand “event.” I think I do, but T don’t 
see the difference. 

Mr. Younr. If an event happens today and something else hap- 
pens 5 years from now and a claim is brought 10 years from now- 
which event is it chargeable to? We run into this type of case typi- 
caliy in chemical plants where certain things are happening w ith re- 
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spect to the discharge of gases, fumes, or waste products which 
build up a loss over a period of time—either to property or physical 
impairment of persons. Sometimes there is an episode in which a lot 
of damaging material is released at one time. Otherwise there may 
be a series of events. To which event are you going to relate the 
loss when it develops after a series of episodes ? 

Perhaps we are incorrect, but our feeling has been that it is going 
to be rather difficult on many claims in this area to pin the claims 
down. In any event, our approach to date has been to say, with re- 
spect to any installation, that we are willing to provide a certain 
amount of coverage. 

Representative Coir. Even though there may be no event? 

Mr. Youn. Even though there may be no event in that sense. For 
instance, you may get leakage regular ly in some of these installations 
of a certain amount of fission products. It may be very minor. 
Claims may ultimately develop from this exposure, 

The coverage which we in the insurance industry have been working 
on—and it has been an extremely tedious and time-consuming job— 
is in pretty fair shape, although we are going to have to continue to 

make changes as we learn more about the problem. It applies solely, 
of course, to installations within the United States. In connection 
with one of the questions that was raised here a bit earlier, our in- 
terpretation of the policy—which would differ a little bit from Mr. 
Haugh’s—is that if the plant that we are talking about should let 
some fission products get over into Canada, our policy would cover. 
We do not cover foreign locations. We do not cover any plant or 
equipment located outside the country. But we do cover losses that 
arise from events within the country. 

The Cuatrman. It applies also to Territories. 

Mr. Yount. Territories, too. If there is any difference within our 
own ranks on that, we will have to iron them out. That has been our 
conception of the coverage. The area of coverage that is still left 
open, one with which we are vitally concerned and fr ankly don’t know 
what to do with it, is the question that is being raised by our customers 
with respect to foreign sales. Particularly their liability for operat- 
ing, during a period of testing time in foreign countries, reactors sold 
to those countries, and their continuing liability for produe ts liability. 
This problem is much more acute in the nuclear field than in other 
types of industrial equipment for obvious reasons. Our customers 
obviously need insurance protection. The reason we have not been 
able to do anything about it to date is that most of our companies are 
strictly domestic companies, unlicensed in foreign countries, have no 
facilities abroad, have no means of finding out who is operating and 
how and under what conditions, no inspection facilities. So we have 
to look to the development of some foreign insurance capacity before 
we will have a firm resolution of that problem. 

Now, the second area on which the chairman asked me to comment 
is that of rates. In that connection, Mr. Haugh has made a very fine 
presentation. I do not want to duplicate what he has covered. I 
merely would like to point out for you gentlemen that this has been a 
very difficult problem and will continue to be so for a long time. We 
have never before been asked to make rates for pure “catastrophe 
coverage in such substantial amounts. If we were talking only about 
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ordinary limits of $25,000 or $50,000, we could experiment and take 
our chances. But when we are asking 239 companies to lay some 
$60 million on the line, if it is necessary, we have to try to develop 
rates which are going to keep those companies in the fold as insurers 
or reinsurers and we have to try to develop rates which at the same 
time will be reasonable so far as costs are concerned to our customers. 

We don’t know what kind of losses we are going to have. I would 
merely point out that if we have one $25 million loss in the next 5 or 
10 years, that is certainly going to be a great deal more than the total 
amount of premium we expect to collect. 'The premiums are not going 
to come along rapidly. It takes time to get nuclear operations into 
existence and begin to operate on a basis where we earn premiums. 

We have been concerned with rate relativities really more than 
absolute dollars of rates. We are trying to come up with a system un- 
der which there will be a reasonable rate relativity between the various 
types of exposure, with the idea that if we are too high at the end of 
10 years our revolving rate plan on an industry basis will correct our 
general rate levels. Inthe event of no losses we will give back between 
67 and 75 percent of the total premium we have collected on the first 
year, and so on as the years roll along. The reason for this kind of a 
plan should be obvious. We are dealing with pure catastrophe in- 
surance. These funds will be placed in a special account and left 
there until something happens. We are putting a contractual pro- 
vision on the policy that in the event the experience is good our policy- 
holders are going to receive a return of a portion of premiums they 
have paid. 

Representative Cotz. Per company? 

Mr. Yount. The pools. Premium will be refunded on the syndicate 
policies that are being issued. 

Representative Cotr. You don’t propose to rebate to an individual 
operator ¢ 

Mr. Yount. We will rebate to the man who pays the premium— 
the power company which gets a policy. 

Representative Coin. The rebate will apply to all policyholders and 
not to one, 

Mr. Yount. It will apply to all uniformly; that is correct. We are 
doing that because we say this is an overall industry approach. We 
are trying to come out with a scale of relative charges. ‘To the extent 
that we are too high across the whole range we will refund equally 
across the whole range. As Mr. Haugh said, the occurrence of a loss 
is going to be pure happenstance. Suppose the probability of loss is 
1 in 100 or 1 in 200 or 1 1n 500 years; it is a happenstance whether that 
particular facility happens to have an event or not. For that reason, 
the refunds are to be made across the board to all buyers of insurance 
on whatever the amount available proves to be, year by year, under 
this 10-year revolving plan. 

We are feeling our way slowly on rates. There is a great deal we 
don’t know about the subject. There is a great deal that is not known 
at all. There is no unanimity of view as to what might actually hap- 
pen under the worst condition. There is not any unanimity of view 
as to the kind of personal injury claims you might actually get from 
rarious things that might happen. For that reason we feel that we 
have to make progress a little bit slowly. 
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The Cuarrman. You have not established rates as yet ? 

Mr. Yount. We have established rates, as Mr. Haugh expressed, 
on 5 or 6 reactors. This is being done by a joint committee of stock 
and mutual companies. They meet 1 or 2 days every couple of weeks. 
It looks like they are going to be busy for some time. They want to 
get the reactors out of the way as far as they can and move into the 
areas of fuel fabricating and that sort of thing which present difficult 
problems also. 

Representative Coir. Is my understanding correct, Mr. Yount, 
that one policy covering a reactor is participated in by the mutual 
group and the stock group ? 

Mr. Yount. Let me explain that, if you will. If the policy is for 
a small amount either group may issue the policy depending on how 
the application comes in. 

Representative Cote. And the other group will not participate? 
Mr. Yount. The other group will reinsure a portion of that policy. 
We are splitting every risk on a uniform basis regardless of who 
issues the policy. We are sharing pro rata on all the expenses, in- 
cluding the inspection expense and the matters that involve the rat- 
ing and that sort of thing. Each group shares in the total premium 
on a fixed basis. We have joint committees working, as I pointed 
out, almost constantly in implementing this situation. If there is 
more than an amount that either pool can handle through its own 
policies, there will be two separate policies issued, but in “that event 
each is still reinsured by the other so in the end result the mutual 
companies will take a fixed percentage of the total coverage on a 

reactor and the stock companies a fixed percentage. 

Representative Coz. Both 4 groups have a concurrent determina- 
tion of the rates that are determined ? 

Mr. Yount. The rates are being made by joint committees of the 
Mutual Insurance Rating Bureau and the National Bureau of 
Casualty Underwriters which are the two licensed rating organiza- 
tions in this field. 

Now, a third item which the chairman asked me to comment on, 
I hope briefly, has to do with the question of reactor safeguards 
reports. Some reference has been made in the. hearing to a letter 
which I believe was written by us. All we have asked from the out- 
set has been to make available to us all the information that can be 
made available by the risk. I think the phraseology in the letter 
referred to is perhaps a bit unfortunate. What we were after was 
all the information that was made available to the Comunission and 
to the Reactor Safeguards Committee. We have been discussing this 
angle of inform: tion with the Commission for some 2 years through 
our liaison committees. They are in the process of working out ar- 
rangements whereby insurance representatives may sit in on Com- 
mission discussions of hazards with the risk. We have to get the 
permission of the risk to do that. We have taken the position that 
it is imperative that all the information that bears on the hazard be 
made available. 

It has been explained to us from the outset that Reactor Safeguards 
Committee reports are treated as internal documents and are confi- 
dential. As far as we are concerned, we think that from an insur- 
ance standpoint we will get about what we need out of being able to 
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attend with our insured the sessions at which the Hazards Evalua- 
tion Committee of the Commission and the Reactor Safeguards Ad- 
visory Committee consider the problems involved. 

If it should be decided as a matter of public policy that those 
reports should be made public, then we would want for our files any- 
thing from that report that bore on the hazard. As Mr. Haugh 
pointed out, we are not interested in seeing trade secrets made public. 
We think that this is a field in which some ingenuity should be per- 
mited, some initiative should be permitted, and to the extent that 
has a capital value, it might very well be kept confidential. 

Senator Anperson. You would not regard a Reactor Safeguards 
Committee report as a trade secret, would you ? 

Mr. Youn. I have no idea what they look like, sir. I would say 
this: To the extent that the Reactor Safeguards Committee describes 
the hazards, and if that contains anything with respect to hazards that 
has not been made public, then we would like to be in a position to 
know something about it. But to the extent that such reports might 
go into special processes and special techniques that have no bearing 
on the hazard, I do not care whether it is public or not. 

Senator Anperson. You people must have been interested in this. 
Six of them have been made public. You are not working in a vacuum. 
You could have read all six of them and if you can find a trade secret 
in one of them, you have somebody in our organization that is a 
genius, because there is no trade secret in a single one of them. I 
make that statement as flatly as I can. 

Let me read you again what you folks suggested : 

Each of the installations in question at the present time must obtain approval 
from the Reactor Safeguards Committee of the AEC. In order to obtain this 
approval a detailed report must be submitted to the Committee outlining the 
nature of the installation and its surroundings as well as the steps taken to 
insure its safety. It is essential that the inspection committee have available 
for its consideration a copy of the report to the Reactor Safeguards Committee. 

Mr. Yount. That is a copy of the report to the committee. 

Senator Anprerson. That is an internal document. If it is essential 
that you should have it, why shouldn’t you have it ? 

Mr. Younr. I think that refers to the report which someone makes 
to the Reactor Safeguards Committee, Senator. 

Senator Anperson. I still think that is an internal document or 
would be promptly classified as that if you asked for it. 

Mr. Younv. I think it referred to their report to the committee. 

Senator Anprerson. Then we go to the letter of authorization from 
the buyer. 

This request for inspection should be accompanied by a letter of authoriza- 
tion signed by an officer of the company to be insured. This letter should 
authorize attendance of the members, the Mutual Atomic Energy Reinsurance 
Pool inspection committee at meetings of the Reactor Safeguards Committee, and 
staff meetings with AEC involving discussion of the installations to be insured. 
In the letter of authorization the applicant should also agree to supply copies 
of the Reactor Safeguards Committee reports to the inspection committee. 

Have you changed your mind on that any? 

Mr. Yount. All I can say, Senator—and I had not seen that letter, 
all 1 had seen was the letter from the risk, and I happened to see that 
incidentally—is that what we were asking for was all the material 
submitted to the Reactor Safeguards Committee. Our inspectors and 
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our people, I think, have been familiar with the fact that we were 
not entitled as of this date to reports of the committee itself. 

Senator ANDERSON. You wanted only the background material sup- 
plied to the committee. 

Mr. Yount. That we understood we were entitled to by asking 
for it. 

Senator Anprerson. Presumably somebody in your organization is 
going to evaluate that. It will also be evaluated by a group of very 
distinguished scientists who comprise this Reactor Safeguards Com- 
mittee. Who do you have in your organization whose | opinion you 
would place above the opinion of the Reactor Safeguards Committee? 

Mr. Yount. Senator, that is 

Senator Anprerson. I don’t see how you can find anybody in the 
organization just frankly. 

Mr. Yount. We have quite a distinguished physicist in our organi- 
zation who has been involved in this ‘and a consultant to the Atomic 
Energy Commission for some 10 or 12 years, I think, and is quite 
familiar with the whole development, and whose opinions on indus- 
trial health and safety I think I would take in preference to a great 
many people. That is nothing derogatory to any other gentlemen. 
We do happen to have such people. 

Senator Anperson. We all have our family doctor that we would 

say in preference to the judgment of everybody else, but if we get 

bad we generally have a consultation. I can’t see how you would 
be damaged financially or in any other way by having made available 
to you the study made by the Reactor Safeguards C ‘ommittee. 

Mr. Yount. If it is a matter of public policy that be made public, 
we would like to have it. 

Senator Anperson. I am going to try to make it so. I tried to put 
that in a bill. I think it is important because we are dealing with 
lots of lives. 

Mr. Yount. We want anything that bears on the hazards. 

Senator Anprerson. It is not just a question of the financial repay- 
ment that you make to a family that suffers some damage. 

Mr. Yount. It is prevention. 

Senator Anprerson. Here comes the Reactor Safeguards Committee 
and pointed out that certain tests ought to be m: ide on the Laguna 
Beach reactor before it was constructed. If you take the coldest 
possible financial look at it, if you are going to insure that reactor for 
350 or $60 million and the Government is going to add indemnity for 
another $500 million, somebody ought to m: ake that test. But it is 
going to be located near human beings and you don’t want to expose 
those either. I was trying to see w hy we might “i have these avail- 
able to you. I think it is extremely important. I don’t see how these 
could possibly be classified as an internal working document. I mean 
it is possible. But the public has an overriding : and ver y strong inter- 
est in it. I think, from your own standpoint it would be extremely 
important to you. I don’t doubt the qualifications of the people you 
have at all. Undoubtedly you will hire the very best people you can 
get. 

Mr. Yount. Furthermore, Senator, we have arrangements, I think, 
in the process now by which those people will be permitted to sit down 
with the Commission technical staff and with the Reactor Safeguards 
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Advisory Committee when they are discussing an individual project. 
With that arrangement I think we are going to be given a great deal 
of information which bears on the hazards, and which would pre- 
sumably only be supplemented by the conclusions which would be 
contained in the report of the Safeguards Committee. 

Senator Anprerson. What is the situation in England? They have 
a reactor operating. What is the limit of insurance over there? 

Mr. Yount. As far as I know, they have not written any insurance 
yet. It is all a Government project to date. 

Senator Anprerson. Let me put it another way, then. Do you hap- 
pen to know what insurance is going to be made available to private 
companies in England ? 

Mr. Yount. No; I do not know. I do know that the group that 
has been working with us to develop capacity between the stock and 
mutual groups on this side has developed a rather substantial capacity. 

Senator Anperson. Is it not larger than the American pool? 

Mr. Younr. The amount that has been developed to date is not as 
large as the physical damage pool. It is no larger than the com- 
bined liabilities pool. I underst: und that there w ill be additional ca- 
pacity available for domestic use in England that won’t be available 
on this reinsurance operation here. My information is secondhand 
on that. I can’t give you an unqualified answer. 

Representative Price. Mr. Chairman, I have just one question. I 
believe you were attempting to participate financially in the pool up 
to about $15 million. Were you abie to reach that figure? 

Mr. Yount. What we have done, Mr. Price, is to deveiop a net 

capacity of $1114 million in round figures. We hope that foreign 
reinsurance will bring that up to $15 million. With the develop- 
ments of automatic reinsurance with our stock friends it has been 
necessary for us to earmark a certain portion of that for liability 
only and a certain portion for physical damage so we will have a 
constant amount to work with. For that reason if we develop $15 
million total capacity, only $10 million of it will be available for 
third party liability, and we would hold $5 million for physical 
damage. 

Representative Price. That is all I have, Mr. Chairman. 

The Cuairman. Thank you very much, Mr. Yount. The commit- 
tee is adjourned until 2 o’e lock this afternoon. 

(Correspondence from Mr. Yount regarding S. 1684 follows :) 


LIBERTY MuTUAL INSURANCE Co., April 2, 1957. 
Re: Reactor Safeguards Advisory Committee 


Hon. CLINTON P. ANDERSON, 
Congress of the United States, 
Joint Committee on Atomic Energy 

DEAR SENATOR ANDERSON: Upon my return from Washington I fouid a copy 
of your bill 8S. 1684 which had been sent to me by Mr. Ramey. I am glad to 
see something of this sort introduced. I have discussed the problem of this 
committee with a great many people during the past year because both our 
mutual companies and the stock companies are very much concerned about 
the continuation of such a strong impartial committee. 

My reluctance last week as to whether the reports of this committee should 
become public documents is genuine, based upon uncertainty as to what the 
effects would be. In discussing the problem with various people I have run 
into the view that perhaps the most able people desirable on such a committee 
might be unwilling to serve if the report was to become a matter of public 
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controversy. If this should be the case my preference would be for a strong 
committee with some reservation as to making the complete committee report 
a public document. 

I share your view expressed in your remarks accompanying the bill to the 
effect that the safety and welfare of the public must be a primary consideration. 
In this connection it would seem important that such a committee would be 
concerned not merely with private operations conducted under the licensing 
provision of the 1954 act but all phases of operation in the nuclear area. If 
the counsel and advice of such a committee serves a valuable purpose, as I 
believe it does, then it would appear appropriate to obtain their advice in all 
areas where unusual hazards prevail regardless of public or private financial 
support or operation. 

In view of the present state of knowledge—or lack of it—-with respect to 
nuclear hazards, it might be desirable to consider moving into full scale pub- 
licity by stages. I am sure that the feeling of our insurance industry is that 
the presence of a good committee which would function impartially is of more 
importance at this stage than complete disclosure of such committee’s conclu- 
sions. Ultimately we believe that the objectives of your bill must prevail but 
have a question as to timing. 

Cordially yours, 
Husert W. Yount, Vice President. 

(Thereupon, at 12:15 p. m., a recess was taken until 2 p. 
the same day.) 

AFTERNOON SESSION 


The Cuamman. The committee will come to order. This is a 
continuation of the hearings on 8. 715 and H. R. 1981. 

Mr. Kenneth E. Black, president of the Home Insurance Co. is the 
first witness this afternoon. We are glad to have you come down 
and give us your thoughts on this piece of legislation. 


STATEMENT OF KENNETH E. BLACK, CHAIRMAN, GOVERNING 
COMMITTEE, NUCLEAR ENERGY PROPERTY INSURANCE ASSO- 
CIATION 


Mr. Brack. Thank you, sir. I would like to read a statement, 
with your permission. 

The CuHarrman. You may proceed. 

Mr. Buack. My name is Kenneth E. Black. I am president of the 
Home Insurance Co. and chairman of the governing committee of the 
Nuclear Energy Property Insurance Association. 

The Nuclear Energy Property Insurance Association comprises 186 
stock insurance companies and has been organized for the basic pur- 
pose of providing property insurance protec tion against hazards aris- 
ing out of or pertaining to— 

(a) nuclear reactor installations designed for experimental, testing 
or power purposes, and 

(6) operations or facilities related or incident thereto. 

This organization has already been qualified to do business in 
42 States, and the qualification in other States is anticipated promptly. 
As a matter of fact, there may be more than I have reported here 
since this memorandum was dictated. The capacity of this associa- 
tion amounts to approximately $60 million per risk which, as far as 
we know, is ample for all foreseeable needs. 

In addition, we have organized a bureau to establish rates applying 
to insurance against physical damage to nuclear facilities. This 
rating bureau will establish rates in all States of the United States 
where necessary and meet the test of the various rate laws in those 
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States with respect to—“they shall not be excessive, inadequate, or 
unfairly discriminatory.” This rating organization has already been 
licensed in 26 States and application is pending in all other States. 
We expect the completion of this program momentarily. 

We have developed an all-risk insurance policy which has been com- 
pleted and filed—or is in the process of being filed—in the 26 States 
in which the association and its rating organizations have qualified. 
It has already been approved in the State of New York. The filing 
in other States, of course, is currently being made concurrently with 
the qu: lifying of our association and rating organization in those 
States. 

In short. we are prepared and ready to issue a policy of insurance 
on these risks within our capacity so to do, and we have a rating 
plan and formula to be applied on individual risks, and are prepared 
to do business. 

With respect to the proposed legislation before this committee, and 
particularly S. 715, we feel that it would give private enterprise an 
opportunity to assist in this program of nuclear dev elopment and, in 
pr = iple, endorse the intent and purpose of the proposed legislation. 

I did not prepare, sir, rates for presentation to this committee, 
but I have with me the chairman of the executive committee of our 
rating organization who is prepared to discuss our rate structure, 
if you care to. 

In addition, if you care we would like to submit a memorandum 
and take 5 or 6 or more, if you desire, hypothetical locations or specific 
locations and submit that to this committee for your further apna 
tion and guidance. 

The Cuatrman. Thank you very much, Mr. Black. I want to con- 
gratulate you on your statement. 

Mr. Brack. Thank you, sir. 

The CHarrmMan. Can you furnish the committee a copy of the policy 
to be inserted in the record ¢ 

Mr. Buiack. Yes, sir. 

The Cuarrman. We should like to have that. Without objection 
it will be placed in the record. 

(The information referred to follows :) 

THE HOME INSURANCE Co., 
New York, April 12, 1957. 
Re Nuclear Energy Property Insurance Association. 
JOINT COMMITTEE ON ATOMIC ENERGY, 

United States Senate, Washington 25, D. C. 

GENTLEMEN: In accordance with my testimony before your committee on 
March 26, 1957, I enclose a copy of our policy form as filed with the several 
State insurance departments. 

William H. Berry, vice president of the America Fire Insurance Group and 
chairman of the executive committee of the Nuclear Insurance Rating Bureau, 
is submitting to you an illustrative outline of our rating plan as applied to 
various locations. 

With respect to the amendments to §. 715 proposed by the Atomic Energy 
Commission, it is my judgment that all are unobjectionable from our point of 
view and appear to be in furtherance of the general objectives of the legislation. 

On behalf of those I represented, in the Nuclear Energy Property Insurance 
Association, permit me to thank your committee for the opportunity to have 
appeared before you. 

Very truly yours, 

K. E. Biack, President. 
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Poticy or NUCLEAR ENERGY PROPERTY INSURANCE (SPECIMEN) 
DECLARATIONS 


NucLeEAR ENERGY ProPeRtTy INSURANCE ASSOCIATION, 85 JOHN STREET, NEw YORK 


38, N. Y. 
a add tte inisiian tatectiaeiniee Asien a haan eeetinied aot heron pecan rcnrce al 
ee Issued in New York, N. Y., on ~--------------_~-- { TOL, 
Teh; ame .oF tneurets2.. to oie cubilia ase ss kes eensishat 
RO IN aie stan th cielanns cereniettienipie nubs tatters rere ebb cena ebieener 
No. Street Town or city State 
Item 2. The policy period shall be for the term of 1 year from ~_-_-----__~_- {MOsi. 
a , 19___, beginning and ending at noon, Standard 


Time at location of property insured as specified herein. 
Ne ite cerens ie tcerane cient @omerer 


Neen ee en nn nn cnn an cevenigmghician eral ge-deerer weninie-tg ere nn emma 
No. Street ‘Town or city State 


Atomic Energy Commisison license No. ~..---.---------+-----.------~- 
Item 4. (a) Unless otherwise stated herein, the insured is the sole and uncondi- 

tional owner of the insured property: Exceptions (if any) : 

Type of encumbrance: Amount of encumbrance: 


(b) Loss, if any, is payable as interest may appear. to the insured and 

He O18. THO ‘Bennet. ol (Name and address) Nehee isthe es eek neiiillae doe ott a 
Item 5. Insured property. 

Location No. 1. Type of facility and description of premises. 


Amount of insurance $__-_____-_-_--~--. De@actible $icil evel il. 
Location No. 2. Type of facility and description of pre mises. 
Armonnt of insurance, Bic6nensn-+24-——5 Veductible $......---...< 


Location No. 3. Type of fac lity and description of premises. 
Location No. 4. Type of facility and description of premises. 
Location No. 5. Type of facility and description of premises. 
COUNTERSIGN ATURE 
I ca creeerereees saaaieoscy SLE, <iate at snaeesanienaicamteinamendaetete cee teas 


(Authorized representative) 


NUCLEAR ENERGY PROPERTY INSURANCE ASSOCIATION, 85 JouN STREET, 
NEW YorK 388, N. Y. 


The Insurance Companies, Corporations, or Underwriters named herein and 
hereafter referred to as “Insurers”, each for itself, severally and not jointly, 
and in the respective proportions hereinafter set forth, in consideration of the 
premium, in reliance upon the statements in the Declarations, and subject to 
the provisions and stipulations herein or added hereto, AGREE to indemnify the 
Insured and legai representatives, to the extent of the actual cash value of the 
property at the time of loss, but not exceeding the amount which it would cost 
to repair or replace the property with material of like kind and quality within 
a reasonable time after such loss, without allowance for any increased cost of 
repair or reconstruction by reason of any ordinance or law regulating con- 
struction or repair, and without compensation for loss resulting from interrup- 
tion of business or manufacture, nor in any event for more than the interest 
of the Insured, against Radioactive Contamination and all Other Risks of 
Direct Physical Loss, Except as Hereinafter Provided, to the property described 
in the Declarations and situated at the location(s) specified therein. 

This policy is made and accepted subject to the foregoing provisions and 
stipulations and those hereinafter stated, which are hereby made a part of this 
policy, together with such other provisions, stipulations and agreements as may 
be added hereto, as provided in this policy. The policy period and the 
amount(s) of insurance are stated in the Declarations. 

The liability of the Insurers is several and not joint. Each Insurer shall be 
liable for that part only of any loss payable hereunder according to the per- 
centage set opposite its name in the schedule of Subscribing Insurers at the end 
of this policy, and the maximum liability of each Insurer shall in no event ex- 





















GOVERNMENTAL INDEMNITY AND REACTOR SAFETY 133 


ceed its said percentage of the total amount of insurance hereunder. While all 
liabilities hereunder are assumed solely by the individual Insurers, any right 
granted hereunder to the Insurers may be exercised on their behalf, with full 
force and effect, by the General Manager of the Nucler Energy Property Insur- 
ance Association. 

DEBRIS REMOVAL 


Whenever used in this policy, the term “loss” shall include expenses neces- 
sarily incurred by the Insured in removing all debris of the property covered, 
remaining after physical damage to such property caused directly by any peril 
not excluded hereunder. In no event shall this policy cover against loss oc- 
casioned by enforcement of any law, ordinance, or order of any State, munici 
pality or other governmental authority which necessitates the demolition of any 
portion of the property covered hereunder which remains undamaged. 


PROPERTY OF OTHERS 


Subject to all its other provisions and stipulations, this policy, without in- 
crease in the amount(s) thereof, also covers property of officers and employees 
of the Insured, and such loss to property of others against which the Insured, 
prior to loss, has agreed to provide insurance, or for which the Insured is liable, 
all while said property is situated on the premises described herein; such loss, 
however, shall be adjusted with and payable to the named Insured. 


REMOVAL FROM PREMISES 


If property covered hereunder is necessarily removed from the described 
premises for preservation from imminent physical damage, this policy also 
covers, for a period of ten days, during removal and at any place to which such 
property has been removed. 

EXOLUSIONS 


This policy does not insure against direct or indirect loss by: 

(1) gradual accumulation of radioactive contamination ; 

(2) radioactive contamination at any location specified in the Declara- 
tions, resulting from matter released from any source outside the premises 
of that location; 

(3) neglect of the Insured to use all reasonable means to save and pre- 
serve the property at and after a loss, or when the property is in danger 
of physical damage; 

(4) unexplained or mysterious disappearance of property, or shortage 
disclosed upon taking inventory ; 

(5) any fradulent, dishonest, or criminal act done by or at the instiga- 
tion of any Insured, partner or joint adventurer in or of any Insured, an 
officer, director or trustee of any Insured; 

(6) order of civil authority except acts of destruction at the time of and 
for the purpose of preventing the spread of fire, provided that such fire did 
not originate from “War Risk” as herein excluded ; 

(7) theft, pilferage, burglary, larcency; appropriation or concealment of 
any property by any person to whom the property covered is entrusted: 

(8) perforation of fuel element cladding; 

(9) depletion, depreciation, deterioration or wear and tear; 

(10) or attributable to manufacturing or processing operations which re- 
sult in damage to stock or materials while such stock or materials are 
being actually worked upon ; 

(11) dampness, dryness, or extremes or changes of temperature of the 
atmosphere ; rust, corrosion or erosion ; 

(12) flood however caused, inundation, surface waters, high water or 
overflow, waves, tide or tidal wave, or spray therefrom, including the back- 
ing up of sewers and drains resulting from any of the foregoing; all 
whether or not caused by water inundating or flooding land, the rising of 
or the breaking of boundaries of natural or manmade lakes, reservoirs, 
rivers or other bodies of water, or the accumulation on land of water from 
natural sources; and all whether driven by wind or not, or whether caused 
by or attributable to earthquake or other earth movement; 

(13) seepage, leakage or influx of water from natural sources through 
basement walls, including doors, windows and other openings therein, 
foundations, basement floors, sidewalks or sidewalk lights ; 











134 GOVERNMENTAL INDEMNITY AND REACTOR SAFETY 


(14) earthquake, volcanic eruption, landslide, subsidence or sinking of 
land or other earth movement, settlement or other movement of foundations, 
unless otherwise provided in writing hereon, or by endorsement added 
hereto. 

The foregoing Exclusions 7 to 14 inclusive, shall not apply to ensuing loss by 
fire, explosion, radioactive contamination or any other peril not otherwise ex- 
cluded. 

This policy does not cover: 

(15) accounts, bills, currency, deeds, evidences of debt, money or secu- 
rities ; 

(16) books of records, manuscripts, drawings, card index systems and 
other records, for loss in excess of the cost of blank books, blank cards and 
other materials plus the actual cost of labor in transcribing or copying such 
records ; film, for loss in excess of the cost of unexposed film ; 

(17) land, unless otherwise provided in writing hereon or by endorse- 
ment added hereto ; 

(18) animals, lawns, plants and shrubs; 

(19) aircraft, watercraft, or vehicles licensed for highway use. 


WAR RISK EXCLUSION 


This policy does not cover loss caused directly or indirectly by: 

1. Hostile or warlike action in time of peace or war, including action in 
hindering, combating or defending against an actual, impending or expected 
attack 

(a) by any government or sovereign power (de jure or de facto), or 
by any authority maintaining or using military, naval or air forces; or 

(b) by military, naval or air forces; or 

(ec) by an agent of any such government, power, authority or forces; 
it being understood that any discharge, explosion or use of any weapon 
of war employing nuclear fission or fusion shall be conclusively pre- 
sumed to be such a hostile or warlike action by such a government, 
power, authority or forces: 

2. Insurrection, rebellion, revolution, civil war, usurped power, or action 
taken by governmental authority in hindering, combating or defending 
against such an occurrence. 


COINSURANCE 


The Insurers shall not be liable for a greater proportion of any loss to the 
property described herein (including debris removal expense) than the sum 
hereby insured bears to ninety percent (90%) of the actual cash value of said 
property at the time such loss shall happen, nor for more than the proportion 
which this policy bears to the total insurance thereon. 

In the event that the aggregate claim for any loss is both less than ten thou- 
sand dollars ($10,000) and less than five percent (5%) of the total amount 
of insurance upon the property specified herein at the time such loss occurs, 
no special inventory or appraisement of the undamaged property shall be re- 
quired, but this shall not be construed as a waiver of the coinsurance provision. 

If this policy covers two or more locations as specified in the Declarations, 
the provisions of the Coinsurance Clause shall apply to each location separately. 


DEDUCTIBLE 


From the amount of each and every loss to the property described herein, 
after application of the provisions of the Coinsurance Clause, there shall be 
deducted the amount stipulated in the Declaration for each specified location 
to determine the net loss payable. 

In the event the Insurers’ proportion of loss at any location, after application 
of the provisions of the Coinsurance Clause, exceeds fifty percent (50%) of the 
amount of insurance applicable to such location under this policy, this Dedue- 
ible Clause shall not be applied. 

It is a condition of this policy that the deductible amount(s) specified in the 
Declarations shall be solely at the risk of the Insured, and shall not be covered 
under any other policy of insurance. 
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APPORTION MENT 


The Insurers shall not be liable (1) for a greater proportion of any loss than 
the amount of insurance under this policy bears to the whole amount of in- 
surance written upon the identical terms, provisions and stipulations contained 
in this policy, whether collectible or not, nor (2) for a greater proportion of 
any loss than the amount hereby insured bears to all insurance, whether col- 
lectible or not, covering in any manner such loss or which would have covered 
such loss except for the existence of this insurance; except that if any type 
of insurance not written upon the identical terms, provisions and stipulations 
contained in this policy applies to any loss to which this insurance also applies 
or would have applied to any such loss except for the existence of this insurance, 
the limit of liability of each type of insurance for such loss, hereby designated 
as “joint loss’, shall first be determined as if it were the only insurance, and 
this type of insurance shall be liable for no greater proportion of joint loss 
than the limit of its liability for such loss bears to the sum of all such limits. 
The liability of the Insurers for such joint loss shall be limited to their pro- 
portionate part of the aggregate limit of this and all other insurance of the same 
type. The words “joint loss”, as used in the foregoing, mean that portion of 
the loss in excess of the highest deductible, to which this insurance and other 
types of insurance above referred to both apply. 

Concealment, Fraud. This entire policy shall be void if, whether before or 
after a loss, the Insured has wilfully concealed or misrepresented, in the Declara- 
tions or otherwise, any material fact or circumstance concerning this insurance 
or the subject thereof, or the interest of the Insured therein, or in case of any 
fraud or false swearing by the Insured relating thereto. 

Policy Modifications. There shall be no change in the terms, provisions and 
stipulations of this policy except in writing hereon or by endorsement added 
hereto by the Insurers. 

Waiver Provisions. No provision, stipulation or forfeiture shall be held to be 
waived by any requirement or proceeding on the part of the Insurers relating to 
appraisal or to any examination provided for herein. 

Assignment. Assigument of this policy shall not be valid except with the 
written consent of the Insurers or their Authorized Agent. 

Cancellation of Policy. This policy may be canceled at any time at the request 
of the Insured, in which case the Insurers shall retain an earned premium pro 
rata for the term the policy was in force but not less than the premium that 
would have been earned for a full six months’ period, and the Insurers shall upon 
surrender of the policy refund the excess of paid premium above any earned 
premium. This policy may be canceled at any time by the Insurers by mailing 
or delivering to the Insured a thirty days’ written notice of cancellation with 
or without tender of the excess of paid premium above the pro rata premium for 
the expired time, which excess, if not tendered, shall be refunded on demand. 
Notice of cancellation shall state that said excess premium (if not tendered) will 
be refunded on demand. 

Inspection and Suspension. The Insurers shall be permitted at all reasonable 
times during the policy period to inspect the property insured hereunder. Upon 
discovery of a dangerous condition with respect to any machine, vessel, or part 
thereof, a representative of the Insurers may request that such machine, vessel, 
or part thereof be taken out of service without delay so that corrective measures 
may be instituted. In the event of nuncompliance with such request, the repre- 
sentative of the Insurers may immediately suspend the insurance as to any loss 
arising out of any incident resulting from such noncompliance by written notice 
mailed or delivered to the Insured with similar notice to the mortgagee, if any. 
The insurance so suspended may be reinstated by the Insurers, but only by an 
endorsement issued to form a part of this policy. 

Mortgage Interests and Obligations. If loss hereunder is made payable, in 
whole or in part, to a designated mortgagee not named herein as the Insured. 
such interest in this policy may be canceled by mailing or delivering to such 
mortgagee a thirty days’ written notice of cancellation. 

If the Insured fails to render proof of loss such mortgagee, upon notice, shall 
render proof of loss in the form herein specified within sixty (60) days there- 
after and shall be subject to the provisions hereof relating to appraisal and time 
of payment and of bringing suit. If the Insurers shall claim that no liability ex- 
isted as to the mortgagor or owner, they shall, to the extent of payment of loss 
to the mortgagee, be subrogated to all the mortgagee’s rights of recovery, but 
without impairing mortgagee’s right to sue; or they may pay off the mortgage 
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debt and require an assignment thereof and of the mortgage. Other provisions 
relating to the interests and obligations of such mortgagee may be added hereto 
by agreement in writing. : 

Requirements in Case of Loss. The Insured shall give immediate written 
notice to the Insurers of any loss, protect the property from further damage, 
forthwith separate the damaged and undamaged personal property, put it in the 
best possible order, furnish a complete inventory of the destroyed, damaged and 
undamaged property, showing in detail quantities, costs, actual cash value and 
amount of loss claimed; and within sixty days after the loss, unless such time 
is extended in writing by the Insurers, the Insured shall render to the Insurers 
a proof of loss, signed and sworn to by the Insured, stating the knowledge and 
belief of the Insured as to the following; the time and origin of the loss, the 
interest of the insured and of all others in the property, the actual cash value 
of each item thereof and the amount of loss thereto, all encumbrances thereon, 
all other contracts of insurance, whether valid or not, covering any of said 
property, and changes in the title, use, occupation, location, possession or expo- 
sures of said property since the issuing of this policy, by whom and for what 
purpose any building herein described and the several parts thereof were occu- 
pied at the time of loss and whether or not it then stood on leased ground, and 
shall furnish a copy of all the descriptions and schedules in all policies and, if 
required, verified plans and specifications of any building, fixtures or machinery 
destroyed or damaged. The Insured, as often as may be reasonably required, 
shall exhibit to any person designated by the Insurers all that remains of any 
property herein described, and submit to examinations under oath by any person 
named by the Insurers, and subscribe the same; and, as often as may be reason- 
ably required, shall produce for examination all books of account, bills, invoices 
and other vouchers, or certified copies thereof if originals be lost, at such rea- 
sonable time and place as may be designated by the Insurers or their represent- 
ative, and shall permit extracts and copies thereof to be made. 

Appraisal. In case the Insured and the Insurers shall fail to agree as to the 
actual cash value or the amount of loss, then, on the written demand of either, 
each shall select a competent and disinterested appraiser and notify the other 
of the appraiser selected within twenty days of such demand. The appraisers 
shall first select a competent and disinterested umpire; and failing for fifteen 
days to agree upon such umpire, then, on request of the Insured or the Insurers, 
such umpire shall be selected by a judge of a court of record in the state in 
which the property covered is located. The appraisers shall then appraise the 
loss, stating separately actual cash value and loss to each item; and, failing to 
agree, shall submit their differences, only, to the umpire. An award in writing, 
so itemized, of auy two when filed with the Insurers shall determine the amount 
of actual cash value and loss. Each appraiser shall be paid by the party select- 
ing him and the expenses of appraisal and umpire shall be paid by the parties 
equally. 

Insurer’s Options. It shall be optional with the Insurers to take all, or any 
part, of the property at the agreed or appraised value, and also to decontami- 
nate or otherwise repair, or to rebuild or replace the property destroyed or 
damaged with other of like kind and quality within a reasonable time, on giving 
notice of its intention so to do within thirty days after the receipt of the proof 
of loss herein required. 

Abandonment. There can be no abandonment to the Insurers of any property. 

When Loss Payable. The amount of loss for which the Insurers may be 
liable shall be payable sixty days after proof of loss, as herein provided, is 
received by the Insurers and ascertainment of the loss is made either by agree- 
ment between the Insured and the Insurers expressed in writing or by the 
filing with the Insurers of an award as herein provided. 

Suit. No suit or action on this policy for the recovery of any claim shall be 
sustainable in any court of law or equity unless all the requirements of this 
policy shall have been complied with, and unless commenced within twelve 
months next after inception of the loss. 

Subrogation. The Insurers may require from the insured an assignment of 
all right of recovery against any party for loss to the extent that payment 
therefor is made by the Insurers; however, prior to a loss, the insured may 
waive in writing any or all right of recovery against any party for loss occurring 
to the property covered hereunder. 

Reduction of Policy Amount by Loss and Aggregate Limit of Liability. Every 
loss occurring hereunder reduces, as of the date of the occurrence causing such 
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loss, the amount of insurance under this policy at the location where such loss 
occurs, by the amount of such loss and this policy shall apply thereafter only 
for the reduced amount unless otherwise provided by endorsement added hereto, 
The amount of insurance at any location as stated in the declarations is the total 
aggregate limit of the insurers’ liability for all losses occurring within the policy 
period at that location. 

Conformity to Statute. Any provision or stipulation uf this policy which is in 
conflict with the statutes of the state(s) wherein the property covered hereunder 
is located is hereby amended to conform to such statutes. 

IN WITNESS WHEREOF, the Subscribing Insurers have caused this Policy to be 
executed and attested on their behalf by the General Manager of the Nuclear 
Energy Property Insurance Association, and duly countersigned on the Declara- 
tions page by an authorized representative, but this policy shall be binding upon 
each Insurer only to the extent of the below-designated proportion of any obli- 
gation assumed or expense incurred under this policy. 

For the Subscribing Insurers: 
W. H. Forrisratt, 
General Manager, Nuclear Energy Property Insurance Association. 


Subscribing insurers 


Insurer 


| 
| 
— a | -_——. — 
— eS ee | 


Aetna Casualty and Suvety Co., The : caueeataledttaa be dca irene ecdadeaie nian 
Aetna Insurance Co ‘ : : ; eoytieedine 
Affiliated Fire & Marine Insurance Co 5 Nealere suit teens Gases ean, 
Agricultural Insurance Co Finbicuamets 
Allstate Insurance Co ; baie ae 
Alpina Insurance Co., Lid- 

American Casualty Co ‘ : 
American Central Insurance Co be 
American Employers’ Insurance Co . 
American Equitable Assurance Co A ; 12a calbcas Satie cnma 
American Fire & Casualty Co is de =sinbeaiebiinnin tans 
American General Insurance Co “ . . non 
American Home Assurance Co . = ae senseetnane 
American Indemnity Co . prrernsd 4 nana 
American Insurance Co, The ; . . 4 Sebel tea idcame 
American Liberty Insurance Co 2 : ; at ee 
American Motorists Insurance Co es aia 
American States Insurance Co-- 2 ; , aaa See 
American Surety Co- re is » can ootana 
American Title & Insurance Co . rs ree ; <n 
American Universal Insurance Co | pavement teanensineattannl 
Atlas Assurance Co., Ltd : tale aie ee eae 
Baloise Marine Insurance Co., Ltd., The le ' z te 
Bankers Fire & Marine Insurance Co if icaie eae Fd 
Bankers & Shippers Insurance Company of New York-- - . S aetnns tenia camera 
Birmingham Fire & Casualty Co__-- ; dit = a tedeatede nti «aeitune 
Boston Insurance Co nie aod 

British General Insurance Co., Ltd 
Buckeye Union Fire Insurance Co., The 
Buffalo Insurance Co 

California Insurance Co ‘ # ; ; ened 
Camden Fire Insurance Association, The- - : a Swe 
Canadian Fire Insurance Co., The oe 
Centennial Insurance Co . | 4 eesti 
Central Surety & Insurance Corp 

Century Insurance Co., Ltd., The | ie aiehies 
Christiania General Insurance Corp. of New York-~- hea cueetaene nai 
Yommercial Standard Insurance Co 

‘ommercial Union Assurance Co., Ltd 

Yommercial Union Fire Insurance Company of New York, The-__. 

‘Sommonwealth Insurance Company of New York, The 

‘onstelation Insurance Co 

‘onstitution Insurance Corp 

‘ontinental Casualty Co 

Yontinental Insurance Co., The as 
Jubuque Fire & Marine Insurance Co... a 
“agile Fire Insurance Co. ia 
mpire Fire & Marine Insurance Co | ; Le 
“mployers’ Fire Insurance Co., The- - . | 

“mplovers Insurance Co. of Alabama, Inc_-. 2 Se 
Employers’ Liability Assurance Corp., Ltd., The aa 
Excelsior Insurance Company of New York 

Export Insurance Co : | Aesth oa 
Federal Insurance Co 

Federal Title & Insurance Corp _ ° 
Fidelity-Phenix Fire Insurance Co ; ; i. - 
Fire Association of Philadelphia__-- i : | a eee 
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Subscribing insurers—Continued 








Insurer | Proportion of 100 percent 


Fire & Casualty Insurance Co., of Conn., The 
Fireman’s Fund Insurance Co 

Firemen’s Insurance Company of Newark, N. J 
French Union & Universal Insurance Co., The 
General Accident Fire & Life Assurance Corp., Ltd-- 
General Guaranty Insurance Co 

General Insurance Company of America z | 
Genera! Insurance Company of Trieste and Venice (U.S. branch) 
General Security Assurance Corp. of New York 

Glen Falls Insurance Co 

Great American Insurance Co 

Great Southwest Fire Insurance Co 

Gulf Insurance Co 

Halifax Insurance Co. of Mass., The 

Hanover Fire Insurance Company, The 

Hartford Fire Insurance Co 

Hartford Steam Boiler Inspection & Insurance Co., The 

Home Insurance Co., The 

Home Insurance Company of Hawaii, Ltd 

Homeland Insurance Co. of America, The 

{mperial Insurance Inc 

{ndiana Insurance Co 

Industrial Indemnity Co 
Insurance Company of North America | 
Insurance Company of the State of Pennsylvania 
Inter-Ocean Reinsurance Company 

Interstate Fire & Casualty Company 

Jefferson Insurance Company of New York i 
Jersey Insurance Company of New York 

Lafayette Insurance Co 

LaPaternelle Fire & General] Ins. Co., Ltd. 

London Assurance Co., The 

London & Lancashire Ins. Co. Ltd., The 

Maritime Insurance Co., Ltd 

Marquette Casualty Co 

Maryland Casualty Co 

Massachusetts Bonding & Insurance Co 

Mavflower Insurance Co., The 

Mercantile Insurance Co. of America, The 

Merchants Fire Assurance Corp. of N. Y 

Merchants Property Insurance Company of Indiana, The 
Metropolitan Fire Assurance Company 

Michigan Fire & Marine Insurance Co 

Millers National Insurance Co 

Monarch Insurance Co. of Ohio, The 

National Automobile & Casualty Ins. Co 

National Fire Insurance Co. of Hartford 

National Service Fire Insurance Co 

National Union Fire Insurance Co 

New Amsterdam Casualty Co. 

New England Insurance Co 

New Hampshire Fire Insurance Co 

New Rotterdam Insurance Co 

New Zealand Insurance Co. Ltd., The 

Niagara Fire Insurance Co 

North British & Mercantile Ins. Co. Ltd 

Northeastern Insurance Company of Hartford 

Northern Assurance Company Limited, The 

Northern Insurance Company of New York | 
Northwestern National Insurance Co 

Norwich Union Fire Insurance Society, Ltd j 
Ohio Farmers Insurance Co ' 
Olympic Insurance C 

Pacific Employers Insurance Co 

Pacific Fire Insurance Co ' 
Pacific National Fire Insurance Co 

Palatine Insurance Co., Ltd., The 

Pear] Assurance Co., Ltd 

Peerless Insurance Co 

Pennsylvania Fire Insurance Company, The 

Phoenix Assurance Company of New York 

Phoenix Insurance Co., The 

Preferred Insurance Co 

Providence Washington Insurance Co 

Prudential Insurance Company of Great Britain, The 
Reliance Marine Insurance Co., Ltd 

Royal Exchange Assurance 

Royal! Insurance Company, Ltd 
St. Louis Fire and Marine Insurance Co 
St. Paul Fire & Marine Insurance Co 
San Jacinto Insurance Co 

Scottish Union & National Insurance Co 
Secured Insurance Co 











| 
j 
| 








GOVERNMENTAL INDEMNITY AND REACTOR SAFETY 139 


Subscribing insurers—Continued 


Insurer Proportion of 100 percent 


Security Insurance Co 

Security Insurance Company of New Haven 

Skandinavia Insurance Co., Ltd 

Southern General Insurance Co- -___- ; 

Southwestern Fire & Casualty Co- | 

Springfield Fire & Marine Insurance Co_. 

Standard Accident Insurance Co 

Standard Fire Insurance Co 

Standard Fire Insurance Co, of New Jersey 

Standard Insurance Co., The 

State Farm Fire & Casualty Co 

Sun Insurance Office, Ltd 

Switzerland General Insurance Co., Ltd 

Tokio Marine & Fire Insurance Co., Ltd 

Travelers Indemnity Co., The 

Trinity Universal Insurance Co 

Tri-State Insurance Co 

nderwriters Insurance Co 

Tnion Assurance Society, Ltd 

Inion Insurance Society of Canton, Ltd 

Inion & Phenix Espanol Insurance Co . 

Inited Benefit Fire Insurance Co & 

nited Fire & Casualty Co 

Inited Pacific Insurance Co 

nited States Casualty Co kets 

nited States Fidelity & Guaranty Co ee 

Tnited States Fire Insurance Co 

Unity Fire & General Insurance Co., The 

Universal Insurance Co 

Urbaine Fire Insurance Co | 

Wabash Fire & Casualty Insurance Co SRR 

Washington General Insurance Corp see 
} 


Western Fire & Indemnity Co 

Western Fire Insurance Co., The 

Western Pacific Insurance Co-_-- 

Yorkshire Insurance Co. of New York, The eee aa censineeditede 
Zurich Insurance Co died sé ; a dtbitbe eek te abew 


Representative Coir. How does it differ from the policy that Mr. 
Haugh was going to submit ? 

Mr. Buack. Bear in mind, sir, we are insuring the property and not 
the liability. 

Representative Cote. Earlier Il asked Mr. Haugh to submit a memo- 
randum, discussing the changes in the bill, Senate 715, which had 
heen recommended by the Commission. Would you do likewise, or to 
facilitate it, perhaps collaborate with him in the preparation of such 
a memorandum ¢ 

Mr. Buack. I would be very glad to prepare and submit such a 
memorandum. (See letter, p. 151.) 

Representative Cote. I do not have any particular questions on the 
rate structure unless they vary substantially from the examples which 
Mr. Haugh presented. 

Mr. Buack. There would be no connection between his rate structure 
and what we propose. 

Representative Cote. This fund of $60 million to which your state- 
inent has referred applies to property protection of the reactor owner / 

Mr. Buack. That is right. 

Representative Coir. As well as to the public ? 

Mr. Brack. No; it does not apply to the public. 

Representative Cotr. Then there are two funds? 

Mr. Brack. That is correct. 

Representative Cote. Each in the amount of $60 million from the 
stock companies. One fund is to take care of public liability and the 
other fund to take care of protection to the owner. 
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Mr. Buacx. Our fund represents the insuring of the structure owned 
by the reactor owner. I represent basically fire insurance companies. 

The Cuamrman. Have you somebody here who can give us the rate 
structure on the same type of plant that Mr. Haugh ¢ gave us this 
morning ¢ 

Mr. Brack. We can give you rate information, sir, and our basic 
principle of rating. We have not prepared specific examples for you, 
which I am perfectly willing to do and submit in memorandum form if 
you desire. 

The Cuarrman. I think that would be better since you can apply 
them to specific plants. 

Mr. Brack. Yes, sir. 

Representative Coir. In determining your rates you would not take 
into consideration the locality of the plant, with respect to sparsely or 
thickly populated areas. 

Mr. Biacx. That would not be a controlling factor. 

Representative Cote. Would it be a factor of any degree? 

Mr. Brack. I would doubt that it would. We would be more inter- 
ested in construction of the building. 

Representative Corz. Mr. Haugh enumerated five elements in deter- 
mining the rate of his indemnity problem. 

Mr. Buack. Yes. 

Representative Cotz. What ones of those five would not be involved 
in determining your rates? 

Mr. Buack. If you want to discuss rates and rating formula would 
it be agreeable if I ask Mr. Berry, who is chairman of our rating 
organization to discuss that ? 

The CuarrMan. Will you give your name to the reporter ? 


STATEMENT OF WILLIAM H. BERRY, CHAIRMAN, EXECUTIVE 
COMMITTEE, NUCLEAR INSURANCE RATING BUREAU 


Mr. Berry. My name is William H. Berry. I am vice president of 
the America Fore Group of Fire and Casualty Insurance Companies 
and chairman of the executive committee of the Nuclear Insurance 
Rating Bureau. 

Representative Cote. Of these 186 constituent companies in your 
group, is that the same number and the same ndividinl companies 
that are in the Haugh group ? 

Mr. Buiack. Ours would be fire companies, sir; Mr. Haugh’s group 
would be casualty companies. 

Mr. Berry. Mr. Chairman, speaking to Mr. Cole’s question spe- 
cifically, where the casualty people take into consideration 5 elements 
im their rating program, we take into consideration only 4—the same 

4 as the casualty folks with the exception of the locale of the property. 
The only possible place where our rate would vary—and this is strictly 
a technicality—would be consistent with the fire protection of a rela- 
tive area as respects the basic fire rate that we will use in our cal- 
culation. 

Representative Coir. Later on you are going to submit the details 
of your rating structure. 

Mr. Briack. We would be glad to. 

Representative Cot. Have you computed your rates as to the kilo- 
watt cost, as Mr. Haugh has? 
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Mr. Berry. No, sir; I have not. We will include that in our memo- 
randum if that would be helpful to you. 

(Correspondence from Mr. Berry, regarding proposed insurance 
rates for property coverage for nuclear power plants follows :) 


NUCLEAR INSURANCE RATING BUREAU, 
New York, N. Y., April 12, 1957. 
JornT COMMITTEE ON ATOMIC ENERGY, 
United States Senate, Washington 25, D. OC. 

GENTLEMEN: Mr. Kenneth E. Black, president of the Home Insurance Co. of 
New York and chairman of the governing committee of the Nuclear Energy 
Property Insurance Association, and the writer, were privileged to appear before 
your committee on March 26, 1957. During the course of our presentation we 
agreed to furnish a memorandum dealing with the approximate rates, rating 
structure, and estimated cost per kilowatt-hour for several nuclear power re- 
actor installations. 

As brought out in our testimony, the policy of insurance which will be issued 
by the Nuclear Energy Property Insurance Association and the Mutual Atomic 
Energy Reinsurance Pool provides coverage for all of the reactor owner’s prep- 
erty at the described location against the following: 

1. Conventional perils of fire, plus those under the extended coverage 
endorsement and vandalism and malicious mischief; 

2. Conventional boiler and machinery exposures; 

3. Nuclear hazards including radioactive contamination; and, 

4. All other perils not otherwise specifically mentioned and not excluded 
in the policy form. 

A composite rate for use with the aforementioned policy when written by 
either syndicate (NEPIA or MAERP) will be promulgated by the Nuclear In- 
surance Rating Bureau, a national rating bureau presently licensed in 36 States 
with applications for licenses on file and pending in all other States and the 
District of Columbia. The plan of rating, as next described, has of this date 
been approved in 17 States. 

In establishing the composite rate, the Nuclear Insurance Rating Bureau will 
be guided by the rating bureau of the State in which the insured property is 
iocated, as to the conventional fire, extended coverage, and vandalism and 
malicious mischief rates. For the boiler and machinery component, the Nuclear 
Insurance Rating Bureau will use a premium as recommended by the boiler 
and machinery rating committee of the National Bureau of Casualty Under- 
writers. In the case of a powerplant, for instance, it is anticipated that the 
charges for the above coverages will be practically the same as the rates and 
premiums now applicable to a conventional coal, gas, or oil-fired steam plant. 

The increment in rate for the nuclear hazard including radioactive contamina- 
tion will be established by the Nuclear Insurance Rating Bureau. Its filed 
rating plan provides for the evaluation of each reactor installation on its merits 
taking into consideration the type of reactor, its use, power level, and any 
features of containment. 

Finally, a nominal charge will be added for the all-risk feature. The long- 
established Inland Marine Insurance Bureau will be called upon by the Nuclear 
Insurance Rating Bureau to recommend a proper charge for this portion of the 
coverage. 

As an example of the above-outlined rating procedure, the makeup of the 
approximate composite rate per $100 of insurance for a boiling-water type power 
reactor with a rated capacity of 600-plus megawatts of heat and fully contained 
would be: 


1. (a) Fire (90 percent coinsurance—same as conventional steam plant)— $0. 07 
(b) Extended coverage (90 percent coinsurance—same as conven- 


tional steam. plant )aisa—4i-suusasnesu—aoissllaieni-<une.aa- . 016 
(c) Vandalism and malicious mischief (90 percent coinsurance—same 
as, conventional steam plant )eaiinadiur our daseckunen wid cles nn . 004 


> 


2. Boiler and machinery (conventional steam plant including turbo- 
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3. Nuclear hazard including radioactive contamination________--_____- dl 
fe) peenetor tyne... wiih ee Pe LL $0,175 
ee a a de eed wk bodice toieital (SeKSS 
a se saona te . O85 
(d) Containment____---_~- Eh ncaa Pettitt blebann ath thie . 05 
310 
4. All-risk overlay for perils not included above_______.--_____---___- =) Ve 
Composite rate per $100 insurance____- ci. aticcisusbhowinaaae 495 


Assuming property damage insurance in the amount of $40 million being ade- 
quate for the installation to comply with the provisions of the 90 percent coin- 
surance clause, the annual cost for this all-risk property damage coverage at 
$0.495 per $100 insurance would be $198,000. 

Assuming the gross electric generating capacity of this installation to be 
180,000 kilowatts with an operating factor of 60 percent, the estimated annual 
cost of $198,000 for this insurance would break down to approximately two- 
tenths of a mill (0.209 mills) per kilowatt-hour. With an operating factor of 
80 percent the cost per kilowatt-hour would drop to approximately sixteen 
hundredths of a mill (0.16 mills). 

As a second example, assume a pressurized-water type power reactor with a 
rated capacity of 480 megawatts of heat and fully contained. The makeup 
of the approximate composite rate under these conditions would be: 


1. (a) Fire (90 percent coinsurance— same as conventional Steam 


i ae a es ech dddainceitaibeal $0. O7 

(b) Extended coverage (90 percent coinsurance—same as conventional 
I a i ee hind cic ih gs inland ihn dn cend ee cif cal sebuiee . 016 

(c) Vandalism and malicious mischief (90 percent coinsurance—same 
a OORT UR SNORE) in eb oe eek ccc ines . 004 

2. Boiler and machinery (conventional steam plant including turbo- 
ND clin hice ccc ntcctarinisae th ieceinempebaenie cin Rabanne Ta aE . 0758 
3. Nuclear hazard including radioactive contamination____.__._._______-__~-~ . 30 

ey pene tnIn fo Soe oli ee eh, $0. 175 

Be pee ai a. ea eis eeu. elds — 

ip Te IR io Sie ele welt ook eds Julies . O75 

Sar MII cs tii is re Se ie ee als . 05 

30 
4. All-risk overlay for perils not included above_____-___-_--_-_------__ . 02 
Composite rate per $100 insurance._._...............-....---.-- . 488 


With an assumed 90 percent insurable value of $30 million the annual cost 
for all-risk property damage coverage at $0.488 per $100 of insurance would be 
$146,400. 

Assuming a gross electric generating capacity of 134,000 kilowatts and an 
operating factor of 60 percent, this annual premium of $146,400 would result 
in a per kilowatt-hour cost of approximately two-tenths of a mill (0.208 mill). 
Assuming an operating factor of 80 percent, the kilowatt-hour cost would be 
approximately sixteen hundredths of a mill (0.16 mill). 

In each of the above examples, the estimated composite rate per $100 of 
insurance and the approximate cost per kilowatt-hour have been developed 
from tentative or preliminary information as to the construction of the reactor 
building or enclosure, the boiler and machinery exposures, the characteristics 
of the reactor per se and most important, the actual insurable value of the in- 
stallation upon completion. With the many variables, all subject to further 
change as each installation progresses, it must be realized that the rates, 
premiums, and cost per kilowatt-hour as noted herein reflect our best judgment 
and can only be construed as estimates or approximations within reasonable 
limits at this time. 

Mr. Black will comment in this report in behalf of the insurance industry 
with regard to the AEC proposed amendments to 8. 715. 

Respectfully submitted. 

WILLIAM H. Berry, 
Vice President, America Fire Insurance Group, 
Chairman, Executive Committee, Nuclear Insurance Rating Bureau. 
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The Cnarrman. How do your rates compare with something like 
chemical plants, or can you give us some comparison ? 

Mr. Berry. I could not give you a true comparison unless I had 
a good chemical plant to compare with specifically. 

I will say this: First of all, as Mr. Black has already indicated, 
our policy will be an all-risk in nature, with certain basic exclusions. 

The Cuamman. What I was trying to get was just a common ordi- 
nary risk, like a steam plant. 

Mr. Berry. Our rates on these nuclear plants will be much higher 
than the conventional steam plant. However, we will start out in each 
and every case on the powerplants with the basic fire rate that they 
are paying at the present time, adding what we call the extended 
coverage rate; then the basic vandalism and malicious mischief rate, 
the basic sprinkler leakage rate if there is sprinkler leakage exposure ; 
and to that we will add the conventionel charge for boiler and ma- 
chinery and in addition the nuclear perils. 

Representative Coir. Why would your rates be greater than the 
usual fire rate ? 

Mr. Berry. We feel that the nuclear hazard is certainly a recog- 
nizable one and presents a much greater potential than does the 
average fire. 

Representative Core. Your risk is determinable. 

Mr. Berry. That is correct. 

Representative Corx. The public liability is an indeterminable risk. 

Mr. Berry. That is right. 

Representative Cour. For that same reason your risk in fire pro- 
tection is likewise determinable. For the moment, at least, I do not 
see a clear justification for any considerable need of plant protection 
for nuclear fuel than conventional. 

Mr. Brack. Perhaps I can help you with that, Mr. Cole. Under 
the normal fire policy the building must be consumed to have a total 
loss, or most of it consumed by fire. But with this instrument we are 
dealing with here, you can release material through an incident 
where it would contaminate the building to the point where the 
Imilding would stand there for all intents and purposes as good as 
the day it was built, but yet you could not go near it and there would 
be a total loss and there would be no fire. That is an entirely different 
hazard than we have oe to deal with under our pure fire business. 

Representative Corr. I do not see in what respect. With respect 
to tire you anticipate the possibility of total loss. You expect the 
same possibility with nuclear fuel. 

Mr. Brack, We also have the fire hazard, too. That is still there. 
But vou have added another. 

The Carman. Mr. Black, have you looked over the changes in 
the bill? 

Mr. Brack. I have not, sir. 

The Cuatrman. I do not believe you stated whether or not you 
were for the measure as it is now written. 

Mr. Buack. I indicated that I was for the Senate 715, sir. But I 
have not looked at the amendments. We will file a memorandum on 
that (see letter, p. 151.) 
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Representative Corr. This bill does not affect or interest you at all, 
does it ? 

Mr. Buack. It interests us to the point where we would like to in- 
sure the properties that are being used. 

Representative Coir. I was just handed a memorandum by some- 
body that said that this bill does not affect the kind of insurance 
operation you are talking about. 

Mr. Brack. It allows us to insure the business. 

Representative Corz. You can do that without this bill. 

Mr. Buack. Yes. 

Representative Corr. Of course, Mr. Haugh’s group could, too. 

Mr. Brack. Yes. 

Mr. Ramey. I think the question would be that since your insur- 
ance covers the reactor operator for his property losses, this bill 
which is an idemnity bill against third-party liability would not 
cover any excess over the reactor’s property losses? 

Mr. Buiack. Yes; that is correct. 

Mr. Ramey. I take it your intent is to cover entirely the operator’s 
property losses ? 

Mr. Brack. That is correct. 

Representative Coir. If there is a property loss in excess of the 
amount for which it is insured, can the owner under this bill look to 
the Federal Government for payment ? 

Mr. Brack. Not to my knowledge, sir. 

Representative Corr. Then the net purpose and need for legisla- 
tion of this type of bill, as I see it, is substantially only to commit the 
Government to the damage in excess of the amount of the public 
liability insurance. 

Mr. Buack. That would be my interpretation. 

Representative Corr. That is really the heart of the bill. 

Mr. Buack. That is right. 

Representative Corn. What else is in there than cannot be done 
now since this syndicate has been created and you are ready to go 
ahead with it? 

(No response.) 

The CHarrman. Mr. Jenkins? 

Mr. Jenxins. I have no questions. 

The Cuarman. Mr. Van Zandt. 

Mr. Van Zanprt. I have no questions. 

The CHarrman. Thank you very much. 

Mr. Buiack. Thank you very much, sir. 

The CHarmman. Our next witness will be Mr. McCune. We are 
very glad to have you with us this afternoon. 


STATEMENT OF FRANCIS K. McCUNE, VICE PRESIDENT, GENERAL 
ELECTRIC CO., ACCOMPANIED BY WILLIAM KENNEDY, COUNSEL 
OF THE ATOMIC PRODUCTS DIVISION, GENERAL ELECTRIC CO. 


Mr. McCune. Thank you, sir. 

The CHatrMan. Do you have a statement ? 

Mr. McCune. I have a statement which I would like to read if I 
may. 
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My name is Francis K. McCune, and I have with me Mr. William 
Kennedy, who is counsel of the General Electric Co.’s atomic prod- 
ucts division. 

I would like to say to begin with, Mr. Chairman, that your letter 
asked that our testimony be limited to any changes in the proposed 
legislation that we might feel to be necessary. I want to make it 
plain to begin with that I am down here to testify for the legislation 
and not against it, regardless of your introduction, if I may. 

The Cuamman. V ery well, sir. I believe you appeared last _year 
and were for the measure then. The only reason we are raising a 
question on the amendments is whether or not there is any agreement 
on them. 

Mr. McCune. I want to be quite clear that I am testifying for the 
legislation. 

Representative Cot. In your statement do you intend to discuss 
the changes which have been proposed by the Commission 4 

Mr. McCune. As far as the changes proposed by the Commission 
are concerned, I received those from your Executive Director on Mon- 
day. I was traveling on Monday. I have spent most of this morn- 
ing going over those. 

I think the only thing that I can say is, that having studied them 
that long with my counsel, has not caused me to change my testimony. 

The Cuarrman. Unfortunately, the amendments were not submit- 
ted to the committee until Saturday morning. 

Mr. McCune I understand. 

The Cuarrman. I apologize for the Commission and not for the 
committee on that. 

Mr. McCune. Frankly, as I say, with the study that I have put 
in on them, which is a certain amount of study, I still see no reason 
to change this testimony. 

Representative Coir. As of now, is it your opinion that the changes 
proposed by the Commission are acceptable ? 

Mr. McCune To make a detailed statement, there are a large num- 
ber of changes. Frankly, some of them, I think, are pure detail 
which there is no need of changing. There are 1 or 2 points. Ini- 
tially I thought that on the part which had to do with workmen’s 
compensation—I am not an expert on that—they might well be right. 
On further study we thought they were wrong in what they said and 
the bill was right as it stands. 

There is at least one instance in which my reading and the readings 
of others of the bill would seem to be quite at variance with their 
reading of this bill. But the net of it is that I do not think the bill 
requires those specific amendments. 

Representative C ote. Any of them? 

Mr. McCune. I do not think it requires them. If the bill were 
thrown open, I think any of us who testified here could think of some- 
thing they would like added on. Frankly, I think we need the bill, 
and I do not think anything that is there is of sufficient importance 
to require that the whole subjec t be brought open again. 

The Crarrman. Since you have not had time to study them in de- 
tail, Mr. McCune, if you care to, you can submit a statement on them 
as soon as you have it prepared. 
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Mr. McCunr. I will be glad to do that (see p. 157). I just wanted 
to tell you that we spent some time looking at it and I do not feel 
it changes my position on the bill. 

Representative Van Zanvr. Mr. McCune, do you think it is so im- 
perative that we enact legislation in this field that you are willing to 
accept the bill as originally written to save time? 

Mr. McCune. Yes. I do believe, as I will point out in my testi- 
mony—and maybe I should get ahead with that—that there are some 
areas which well could be clarified in the report which accompanies 
the bill, if you saw fit to do so and if I understand your intent as you 
understand it. 

But that is about the maximum which needs to be done. 

Shall I go ahead with the statement / 

The CuatrMan. You may proceed. 

Mr. McCune. This year, as in all the preceding years, the theme 
of your hearing is: How can we best make progress in the develop- 
ment of the atom ? All of us, I believe, view the liability problem, in 
that context. The objectives are to encourage industry to play its full 
and proper role in harnessing the atom to our needs and, at the same 
time, to protect the public. 

At the last session, the Joint Committee reported favorably legisla- 
tion which would accomplish these purposes. At this session, Senator 
Anderson and Congressman Price have again introduced bills along 
the same lines (S. 715 and H. R. 1981). As you know, I testified in 
support of the Joint Committee legislation a year ago. I am in favor 
of the similar bills introduced this year. 

In previous hearings the Joint Committee has had the benefit of 
testimony from many witnesses representing all interested points of 
view. The final Columbia report, prepared under the auspices of the 
Atomic Industrial Forum, was published in January. All of us are 
much indebted to the authors of that report for their thoughtful and 
lucid analysis of the policy and legal issues. Finally, the members 
of the committee and of its staff have done an excellent job of study- 
ing the problem and of formulating a practical legislative solution. 

My own views are well known to you. I have discussed the liability 
question in testimony before this committee on a number of occasions, 
beginning in 1954. There is very little, therefore, that I can add to 
what has been said before. ‘ertainly, there is not anything I can say 
which will add to the committee’s understanding of the basic ques- 
tions or of their importance. However, I would like to touch on 
several matters which seem to me significant. 

In doing so I would like to discuss separately the three areas where 
this issue is of crucial importance: These are the civilian power pro- 
gram, the defense program, and the program to encourage participa- 

tion by United States industry in the international atomic market. 


I. CIVILIAN POWER PROGRAM 


NEED FOR LEGISLATION 


By now, the need for legislation is generally recognized. It has the 
support not only of the members of this committee, but of the Presi- 
dent and the Commission and I believe of almost every group in any 
way connected with atomic activities. 
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The case for legislation is perhaps best and most forcefully stated 
in the Columbia report. As I see it, the simple and generally accepted 
premises are these : 

(1) The hazards are almost, but not quite, impossible. Certainly all 
the operational and experimental data indicate that there is no likeli- 
hood of a disaster. However, conjecture and calculation have resulted 
in general acceptance of the view that there is an extremely small 
c st ‘e of a very large catastrophe. 

2) There is a need to provide to the public financial protection 
hghtinh such a catastrophe. 

(3) In order to encourage private participation in atomic develop- 
ment, it is necessary for the Government to provide to the reactor 
operator, suppliers, and others, protection against liability which 
cannot be covered by reasonably available private insurance. 

The case for liability legislation is independent of other issues re- 
lating to acceleration of the civilian power program. Those who ad- 
vocate a program of Government financing for construction of nuclear 
powerplants have stated that they do not regard such a program as 
(lisplacing private efforts but only as supplementing them. Regardless 
of whether steps are to be taken by Government to accelerate atomic 
development, it is still desirable to do everything reasonable to clear 
away obstacles to privately financed projects. Moreover, a Govern- 
ment program such as is contemplated by some of the bills now before 
you won't be feasible unless the liability issue is resolved. This is 
because the liability question is essentially the same regardless of who 
finances the project. 

GENERAL ELECTRIC 8 POSITION 


In testifying on this subject in the past 3 years, I have said, in effect, 
that failure to provide liability protection could constitute a major 
obstacle to private work in the atomic field. I have expressed concern 
that some projects might be delayed or halted if legislation were not 
enacted. In this connection, I believe all of you are aware that in a 
recent poll conducted by the Atomic Industrial Forum, the unresolved 
liability question was rated second only to the lack of economic in- 
centives as a roadblock to further progress. 

On the other hand, General Electric Co. has not delayed or halted its 
own work. To the contrary, it has gone ahead in the full confidence 
that legislation will be passed. 

There are two reasons for this confidence : 

First, we believe that the case for legislation is clear and overwhelm- 
ing. 

Second, it has been our experience that the Congress, acting on the 
advice of this committee, has always been prepared to do what is 
essential to atomic progress. I believe that others have been going 
forward with the same conviction. 

I will not go into detail here about the status of our work on the 
Dresden Station project for Commonwealth Edison and the Nucleai 
Power Group. Nor will I deseribe in detail our expenditures for 
development and for facilities, particularly our Vallecitos Atomic 
Laboratory, and our plans for investment in additional facilities. 
However, some of you here have visited our sites at San Jose, Calif., 
and at nearby Vallecitos. You know that what I am talking about 
is not a matter of press releases or announcements but, on the contr ary, 
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of facilities under construction or actually in place, engineering and 
scientific people on the job, work going on, money being spent. 

Let me emphasize the words “money being spent”, because that is 
the best index of what we have done. To date we have spent over 
$21 million by way of investment and of related expense including 
development. In addition, we have spent to date on the Dresden sta- 
tion project over $6 million, and by midsummer we will have spent 
on this project about $12.5 million. In the event of termination of 
the Commonwealth Edison contract, half of this $12.5 million would 
be borne by Commonwealth Edison and its associates in the nuclear 
power group and half will be borne by Gener: ‘al Electric. 

In short, General Electric has alre 2ady incurred for its own ac- 
count, expenditures of over $24 million. At midsummer, expendi- 
tures incurred for our own account will be over $33 million. These 
figures do not include any estimated costs of cancelling commitments. 

However, the Commonwealth Edison contract contains a clause to 
which Mr. Willis Gale, chairman of Commonwealth Edison, referred 
in his testimony of February 16, 1956. This clause provides that 
either party may terminate the contract in December 1957 if satis- 
factory liability protection is not then available. Hence, we have 
had to consider most carefully what we would do if adequate legis- 
lation were not enacted at this session. 

I think it only fair that I give this committee a statement of our 
thinking. 

We have been very reluctant, categorically, to state that we will 
not proceed unless an indemnity bill is passed by Congress. We 
have feared that such a statement might be misinterpreted as a threat 
to Congress to take action “or else”. Further, we have not wanted to 

vast any doubt on the ability of private industry to carry a major 
share of the job of atomic power development. E ventually, how- 
ever, there comes a time for a frank statement of the position of the 
General Electric Co. I am sure that the committee would want us 
to make such a statement and would not misinterpret our motives in 
doing so. The effort we have put into the atomic power program 
and the money we have spent on it should be sufficient evidence of 
our good faith. At present I see no alternative but to recommend 
that work on the Dresden station be halted as soon as practicable 
after the end of this session of Congress in case appropriate legisla- 
tion has not been passed by that time. Also, as I now see it, it is my 
view that General Electric should not take on any other comparable 
project if it appears that appropriate legislation will not be passed. 
I believe you appreciate that I have arrived at this view only with 
the greatest reluctance. 


RELATION BETWEEN INSURANCE AND INDEMNITY 


The Anderson-Price bills contemplate, as they should, an impor- 
tant role for private interests in providing ‘financial protection 
against atomic hazards. The licensee must prove financial capacity 
to satisfy claims arising out of a nuclear incident in an amount deter- 
mined by the Commission. Financial protection may be provided 
by private insurance or other means. The Government indemnity 
is intended to cover only that liability not covered by private insur- 
ance or its equivalent. 
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It has always been obvious, therefore, that the amount, the cost 
and the terms of private liability insurance would be of considerable 
importance. We now have information as to the amount of liability 
coverage which will be available from the two syndicates, some in- 
formal indications as to rates, and a draft of policy. 

The companies comprising these two syndicates have worked hard 
to assemble coverage, to develop rates, and to frame policy terms. I 
assume that witnesses representing the insurance industry have given 
you their story in detail. 

We have examined the draft of a liability policy. The full impli- 
cations of this policy are still not clear because we have not yet been 
given a draft of the related property damage policy. 

I might interpolate to say that at present for our Vallecitos labora- 
tory we have under binder a $5 million insurance policy. We have 
an estimate of cost, we don’t have a policy. 

We also have a binder of $8 ssittion property damage. ‘There we 
have not settled on the premium nor are we sure of the policy. But 
we have taken action to obtain insurance. The insurance companies 
have been willing to execute binders. 

However, we have found that the liability policy contains a number 
of limitations. As to these limitations, I hope that there will be 
room for negotiation between the syndicates and the atomic industry. 
In any event, it does not seem necessary to go into them in detail. 

For purposes of the liability legislation, however, it is important 
that the Joint Committee understand that a $50 million policy may 
not mean that there will be $50 million available to pay all legal lia- 
bility arising out of a nuclear incident. The face amount of the pol- 
icy will not be the amount available to pay claims but rather the 
amount of the insurers’ total obligation under the policy for all pur- 
poses—not just for payment of claims but for legal, investigation 
and other expenses. Moreover, certain types of liability may not be 
covered by the policies as finally agreed upon. 

It has, I believe, always been the intention of the joint committee 
that subject only to the qualifications explicitly provided in the bill, 
all legal liability arising out of a nuclear incident would be covered 
by private financial protection or Government indemnity or both. 
It is important, therefore, that the committee make plain its inten- 
tion, by way of its report on the bill or otherwise, that there be no 
gaps in coverage. Specifically, it should be made clear that the Gov- 
ernment indemnity is intended to cover any legal liability arising out 
of a nuclear incident, not expressly excepted by the bills and not cov- 
ered by the required financial protection. Anything less than this 
may mean that the public and the participants in a nuclear project 
will be denied the protection which the committee means to provide. 


II. GOVERNMENT CONTRACT WORK 


In my testimony of March 1956, I pointed out that from the point of 
view of the public, of the Government and of the private companies 
performing the work, the problem of financial protection against 
atomic hazards was essentially the same regardless of whether a proj- 
ect was Government-financed or privately financed. The Anderson- 
Price bills recognize this fact. They cover essentially four kinds of 
situations: 

































150 GOVERNMENTAL INDEMNITY AND REACTOR SAFETY 


1. Privately financed work subject to the licensing provisions of the 
1954 act; 

2. Contract work financed entirely by the Commission ; 

3. Contract work where the project is financed in part by the Com- 
mission ; 

4. Work for another agency of the Government where that agency 
is required to obtain a license under the 1954 act. 


DEFENSE DEPARTMENT WORK 


It had been our view that this latter category included not only work 
for agencies such as the Maritime Administration, but also some 
Defense Department work. This is because the 1954 act may be con- 
strued as requiring licensing of at least some Defense Department 
activities. However, the report on the Joint Committee legislation 
last year indicated an intention to exclude from the scope of the bill 
Defense Department work, except in the case of joint AEC-Defense 
projects. 

I understand that the Defense Department has been preparing legis- 
lation to deal with financial protection against atomic hazards as a 
facet of a general problem. Congress will have to decide whether it is | 
hetter to treat the Defense Department atomic liability problem in the 
Anderson-Price bills or in separate legislation. Certainly, 1 would be 
disturbed if the Anderson-Price bills were delayed by consideration of 

| 
' 
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the Defense Department situation. However, I believe it important 
that this committee understand that there is a problem of growing 
seriousness on the Defense side. 

The policy considerations in favor of providing protection with 
respect to work under Commission contracts apply equally to work 
ier Defense Department contracts. Moreover, as the Defense 
Department applications grow, and they are growing fast, the prob- 
lem will become more acute. If an incident were to occur in a case 
where no Government indemnity was available, a private firm, perhaps 
a relatively small supplier, might be ruined and the public left unpro- 
tected. 

The present practice of both the Commission and Defense Depart- 
ment is to provide protection in some cases and in varying degrees to 
prime contractors and major subcontractors. Generally, no protec- 
tion is afforded to the many suppliers of a project. As the Columbia 
report points out, this is a practice which requires reexamination. 
The public should have the benefit of a Government indemnity no 

matter who is legally liable for an incident. Private companies 
contributing to a nuclear project should be protected on a uniform 
basis, regardless of whether they are prime contractors or subcon- 
tractors, large companies or small, and regardless of whether they 
operate facilities, design and assemble reactors, supply fuel, or do 
other work such as supplying components. 
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As to Commission work, the idemnity authority of the Commission 
will, if these bills are passed, be found in the liability legislation and 
in other provisions of law. Regardless of the legal source of the 
Commission’s power to indemnify, I hope that this authority will 
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be administered liberally equitably and on as uniform a basis as 
possible in order to effectuate the congressional purpose of providing 
protection against catastrophic loss both to the general public and to 
persons who may incure a lability. 


Ill, INTERNATIONAL LIABILITY 


In my March 1956 testimony, I urged that a study be made of the 
international liability problem. I have reiterated that suggestion 
this year in my February 20 letter to Chairman Durham. 

I want to emphasize that I do not think the international problem 
can be dealt with in the Anderson-Price bills. However, I believe 
that the committee recognizes that the question of liability in for- 
eign transactions is both serious and urgent. Moreover, I believe 
that. there is growing concern about the issue not only on the part of 
American industr y but also in Europe. 

There is a var iety of views as to the direction this country’s atomic 
program should take. However, one proposition on w hich I believe 
almost everyone is now agreed is that it is desirable for American 
industry to play a signific: ant role in aiding atomic development in 
friendly foreign countries. We had better face now the fact that 
the liability issue may constitute here the same kind of obstacle that 
it constitutes on the domestic side. 

In my judgment it is a mistake to suppose that this obstacle can 
be eliminated in individual contract negotiations of American firms. 
Rather, it requires action on the Governmental level. We must have 
a policy which will not put American industry at a disadvantage 
with respect to foreign competitors. We should not by inaction run 
the risk of leaving the market totally to them. 

One way of dealing with the question is by bilateral agreements 
under which liability protection would be provided by the Govern- 
ment of the foreign country concerned. If legislation along the lines 
of the Anderson-Price bills is passed, foreign suppliers of reactor 
projects in this country will be protected. In that event, we will 
have a strong argument for reciprocal treatment of American sup- 
phers by foreign governments. 

Another approach is that of the multilateral agreement, an inter- 
national convention. As you know, there is such an agreement, the 
Warsaw Convention, which governs liability arising out of interna- 
tional air transportation. Although I believe atomic liability prob- 
lems will require treatment differ ent from that provided in the War- 
Saw Convention, a multilateral agreement of some type may be the 
best long term solution. However, even if this is the case, the bi- 
lateral approach may be the best interim technique until a conven- 
tion can be prepared and negotiated. 

In any event, I hope that the Joint Committee and its staff will 
begin an intensive examination of the problem. It would also be 
desirable if the Joint Committee would encourage and keep in touch 
with work in this area by others—whether they be in the Commission 
or the State Department or in private pursuits. 

I said at the outset that I believed all of us viewed the liability 
question as just one more problem to be solved in order to promote 
atomc development. Certainly that is the way it should be viewed. 
It is understandable that on other matters there should be different 
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views as to how best to get’ on with the job that all of us agree must 
be done. But the fact that we have general agreement on this ques- 
tion is not, to my mind, accidental. W hatever other specific steps 
may be taken or not taken to advance the development of the atom, it 
is still true that a solution of the liability problem will materially 
further our progress, and that without such a solution we may ulti- 
mately find ourselves on dead center. 

I am confident that on this, as on other matters, the Joint Com- 
mittee will provide the leadership that is required. 

The CHatrman. Thank you very much, Mr. McCune, for your 
very frank statement. 

In regard to the matter of foreign insurance, on March 7, I wrote 
the Chairman of the Commission, Mr. Strauss, this letter, which I 
would like to place in the record at this point, and I will read it. 


The Joint Committee on Atomic Energy anticipates having hearings some- 
time in the latter part of March—at a date to be definitely set in the future— 
on 8S. 715 and H. R. 1981, introduced by Senator Anderson and Mr. Price, re- 
spectively, relating to indemnities for the atomic-energy program 

One aspect of the situation which has not been adequately covered is the 

question of how to treat nuclear hazards which occur in other countries. At a 
meeting of the Atomic Industrial Forum, held in New York on January 22, 
Mr. Stoddard Stevens suggested an international convention to be held to 
resolve the problem on that scale. I would think it worth considering that 
such an international solution could incorporate an international pool to be 
available above and beyond the amounts of private insurance which would be 
available—in other words, a system of international relief similar to the An- 
derson and Price bills. Each nation could be asked to contribute to the pool. 
The difficult substantive and procedural problems involved in an international 
incident could also be covered by such a convention. 

Another possible solution would be for each government to arrange for in- 
demnities under its bilateral agreements, as suggested by several committee 
members. 

The Joint Committee would appreciate hearing from you at the time of the 
hearings on this problem as to the desirability of any action that you might 
believe desirable, such as the above proposals, including new legislative pro- 
posals. 

I suppose you read the Chairman’s testimony yesterday on that 
point ¢ 

Mr. McCune. Yes, I did. 

The Cuairman. Which appears to me to be a little bit cool as to 
approaching this problem. Do you have any opinions or would you 
care to give us your opinion ¢ 

Mr. McCunn. As I recall it, and I just checked with Mr. Kennedy, 
that testimony was confined, I think, exclusively to the international 
convention approach. 

The CuatrmMan. That is correct. 

Mr. McCune. I have had in mind that was the right way to treat 
this extremely complex problem. 

The Cuamman. I believe he said in his statement that the bilateral 
would not work. 

Mr. McCunr. His recommendation was the international conven- 
tion. 

The Cuatrman. I will read what he said yesterday: 

The committee also noted that another possible solution would be to arrange 
for indemnity through our bilateral agreements for cooperation. On the basis 
of our study thus far the Commission has reservations regarding the desira- 


bility of this approach. It would require the cooperating country as a condition 
to receiving the benefits offered by atoms-for-peace program to undertake the 
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indemnification of private American capital. Rather than encouraging the sale 
of American reactors abroad, such a procedure might have the reverse effect. 

That is what threw this doubt into my mind as to whether or not 
it would work. He goes on further: 

We are continuing to study this suggestion, however. 

We realize, of course, it is a problem. It is one that is not so easy 
to work out. If we can get the countries, as you suggested, to adopt 
such a bill as we are trying to adopt here it would solve the problem 
very easily, I think. 

Mr. McCunr. I have looked at it this way. There is consistent 
information to the effect that our major international competitor, 
Great Britain, has solved this problem by their Government accept- 
ing the liability risk. 

Representative Cotz. What evidence have you of that? 

Mr. McCune. I was just going on to say that I have tried to check 
this. I have absolutely no evidence that this is actually the case. 
There are no published reports that I know of and no specific nego- 
tiations, so I do not know whether or not that is correct. That would 
be the case and the only case, as I see it, against the bilateral agree- 
ment. As I pointed out in my testimony, we have said that a reactor 
supplier responsible for a portion of an American unit is given pro- 
tection. I think, therefore, we would have some right to ask that 
they extend the equivalent kind of protection in their country. 

I believe, and I have believed for some time, that the international 
convention was a preferred solution. I do not want to be critical. 
I must point out that the present act was passed in 1954 and, if my 
memory is correct, there are only three power bilaterals executed— 
and I believe there are a number lying before your committee now. 
And it is 3 years, roughly. My guess is that an international con- 
vention might take much the same length of time. 

I am not experienced. I don’t know. I just don’t think we can 
wait that long. If the decision were that an international conven- 
tion could be arrived at in a matter of a few months, now that the 
EKURATOM treaty is signed, then I think that is the preferred 
solution. 

But if the judgment would be that it would take as long to do that 
as it has taken to work out bilateral power agreements—it has taken 
a long time with a lot of work—then I think we must have a stopgap 
solution or take a great deal of delay. 

That is the best answer I can give you, sir. 

The Cuarrman. What is your suggestion for a stopgap solution ? 

Mr. McCune. The suggestion is that for the time being we put in 
the bilateral agreements that the foreign governments will under- 
take the protection to the American concerns who contribute to the 
foreign project, as has been suggested by some members of your com- 
mittee. 

The Cuairman. You believe that would be the fastest way to pro- 
ceed ¢ 

Mr. McCune. I would think so. 

The Cuamman. Instead of through the international convention ? 

Mr. McCune. It must be clear to you that this is a matter on which 
I should think the committee would want the advice of the Com- 








154 GOVERNMENTAL INDEMNITY AND REACTOR SAFETY 


mission, and maybe the Department of State, as to the length of time 
it would actually take, working either through a large nucleus, such 
as the United Nations, or possibly a selected group of countries who 
are really ready to go ahead—a much smaller group. 

Representative Coie. At that point I was going to ask your opin- 
ion. I think everybody has agreed that the international compact 
route is the most desirable, but at the same time we recognize that it is 
a time-consuming route and the program will not permit that delay. 

I am wondering if you think it would be necessary to organize an 
international conference for this specific purpose rather than to use 
the international agency for this purpose. I am assuming that the 
international agency will come into being eventually, perhaps within 
another year, and if so, why is that not the proper international 
agency to deal with this problem of liability in the atomic field? If 
it is a logical organization to deal with it, since it is in being, it would 
save a gr reat deal of time. 

Mr. McCune. The only answer I can possibly give to that is that 
I have no way of gaging the rapidity with which such an interna- 
tional agency can really move, nor how effectively it would be estab- 
lished to make such motion. I would consider myself totally in- 

capable of estimating that. But I would like to point out me a 
has taken, as I said—and this is not critical—3 years, as I see it, or a 
little more perhaps, to study the liability problem in this euebiey: 
My guess would be that in France or Italy or Belgium, where the 
situation may be much the same, it may also take quite a period of 
time to study the problem and arrive at an insurance pattern, an 
industrial pattern, a governmental pattern. I think we need to break 
the logjam by some specific action, even if on a temporary basis. 

I would hope that the Anderson-Price bills that we are discussing 
could be kept for the domestic scene and that we take this on as 
another problem. 

The Cuatrman. I think it is a proper agency if it is once set up 
and accepted by the Congress. I can see, as you do, that these agree- 
ments would necessarily have to be referred back to the legislative 
bodies and rehashed somewhat, as we have been doing here for quite 
a period. 

Mr. McCune. I think so. They in turn would have to call in their 
industrial people and their insurance people and set up groups to 
study the problem. I can see quite a bit of machinery that would 
have to be unrolled. 

Representative Corr. Do you share the Commission’s viewpoint 
with respect to the international agreement for cooperation method 
for dealing with this indemnity abroad? Do you share their appre- 
hension that it would tend to stifle competition rather than to 
enlarge it ? 

Mr. McCune. Did I understand you correctly? TI thought the 
Commission thought that the bilateral power agreement approach 
might stifle competition rather than the international agreement. 

Representative Cote. That is what I meant when I said the agree 
ment for cooperation. 

Mr. McCune. The bilateral 


Representative Coir. Yes: the bilateral. 
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Mr. McCune. As I told you, I think there is a chance that there is 
some danger. Specifically, if by law this country becomes bound so 
that its course is fixed, that allows any other country to say, if they 
have more incentive to meet the international market, we will in effect 
give you just a little better deal because we will give you the liability 
without any specific agreement. Frankly, as I see it, we will forgo 
the market almost entirely and forgo the development unless we pro- 
duce a reasonably quick solution. The only reasonably quick solu- 
tion—and I have told you my rather defective judgment as to tim- 
ing—is through the bilateral route. 

Representative Corr. But in the absence of clear and_ positive 
undertaking by a government supplying the reactor material, do you 
see any competitive disadvantage in the power bilateral method ? 

Mr. McCune. No. 

Representative Core. Are you sufficiently familiar with the rates 
which have been proposed by Mr. Haugh’s group to give an expres- 
sion of the reasonableness of them? That is, whether they are 
realistic or not ? 

I have found that your experience and your knowledge in the 
atomic field has been very, very helpful to me, at least, and I am sure 
to other members of the committee. I have great respect for your 
judgment and opinion, and I would like to have your viewpoint as to 
whether you feel that these proposed rates, as they now appear likely 
to be, are reasonable. 

Mr. McCune. Let me say first that anything I can say is only a 
conjecture. As far as the insurance on a large station is concerned, 
we are involved in the Dresden project. The principal burden of 
that insurance will fall on the Commonwealth Edison Co. I believe 
they are presenting testimony and will comment on what they think 
the rate structure would be. 

Our experience, as I said, is that we have applied for liability in- 
surance and we have applied for property insurance for our Vallecitos 
site. That site is just beginning to come into a situation where it has 
fissionable material. We have coverage. Insurance companies have 
given us coverage as of last week, or something like that. But we 
have not yet a final rate or a final policy. We have an estimated 
premium rate on the third-party liability. I do not believe we have 
an estimated rate yet on the property. I believe both are subject, as 
they should be, to an inspection of the property by the insurance 
representatives. 

Representative Corr. Perhaps it is unfair for me to ask you to 
comment. My reason was, since your own rate is in a stage of nego- 
tiation, I had hoped you might be able to say that the rates as you 
now see them to be are fair. But if you do say that, then you lose 
your discussion situation with the insurance people. I believe I 
better not ask you. 

That is all the questions I have. 

The Cuatrman. Mr. Jenkins. 

Representative Jenkins. I have no questions. 

The Cratrman. Mr. Van Zandt. 

Representative Van Zanpr. Mr. McCune, I am greatly impressed 
by the sincerity of your statement on page 5 where you state that we 
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will not proceed unless the indemnity bill is passed by Congress. 
Then you proceed to say, at the bottom of the page: 

At present I see no alternative but to recommend that work on the Dresden 
station be halted as soon as practicable after the end of this session of Congress 
in case appropriate legislation has not been passed by that time. 

Am I right in concluding that in planning the Dresden station you 
anticipated that Congress ‘would take action in the indemnity insur- 
ance field? Is that right? 

Mr. McCune. That ‘is right. 

Representative Van Zanvr. Has this planning entered into any 
other contract in which your firm is interested ¢ 

Mr. McCune. Yes. 

Representative Van Zanpr. Is it written into a contract ? 

Mr. McCune. Let me see, because I will have to be specific. We 
have a large number of contracts. Any contract, large or small, 
which we have entered into—and I think I can say this without ques- 
tion—a contract for Hanford or something of that type which I am 
sure is a different matter, we have taken the stand that the work 
would have to stop at some time if adequate liability protection could 
not be obtained—usually adequate for both parties. This involves 
a settlement of the insurance situation as well as covering liability. 
I think that this is quite representative of all industry. 

Representative Van Zanpr. What position will the General Elec- 
tric Co. find itself in in the event that no indemnity insurance is pro- 
vided for by this Congress? Is it not true that you are going to find 
yourself in a very difficult position ? 

Mr. McCune. That is correct. 

Representative Van Zanpr. In addition, it may prove very costly. 

Mr. McCune. That is what I tried to point out. 

Representative Van Zanpr. I do not feel the position you are tak- 
ing today is a threat. It is an honest statement coming from a 
spokesman of a great corporation. We have to recognize the seri- 
ousness of it. 

Is it safe for me to assume that your statement would have the sup- 
port of industry in general in this countr y—who are participating or 
who are to become involved in this field of nuclear development ? 

Mr. McCune. You would have to judge that; not I. I don’t see 
how anyone looking this problem square in the face at the time they 
are spending money as rapidly as we are on a concrete project could 
arrive at any other conclusion. As I pointed out, we have a con- 
tract; we have two parties to the contract. Nevertheless, this is what 
1 would have to do, as I see it. 

Representative Van Zanpr. In the event Congress fails to enact 
the indemnity insurance act, does it mean that the General Elec- 
tric Corp. would practically withdraw from the entire nuclear field? 

Mr. McCune. You are asking for a large commitment, but I would 
say this: I do not believe that there can be a domestic industry with- 
out the settlement of this problem. Let me put it this way. 

One of the members of your committee, I think, put it very well 
last year, when he said he would not allow one of these things in his 
State if he were again a governor—if I recall the statement, or some- 
thing of that kind—unless there was protection available. I don’t 
believe there will be any market for the civilian products of atomic 

















GOVERNMENTAL INDEMNITY AND REACTOR SAFETY 157 


energy unless the liability problem is solved. If there is to be a 
market, I think a man is foolish to continue investing to meet a 
market which will not exist. 

That is the whole problem in a nutshell. I think there has to be a 
market. I don’t think the public will stand as they get more in- 
formation—either the public in terms of business or all types of 
business or the public who have no connection with the project--for 
the creation of a market if this problem cannot be solved. Since ft 
see no way of solving it except be congressional action, then I ar- 
rive at the conclusion that congressional action is necessary. 

Representative Van Zanpr. In other words, this committee has 
the ball and we have to carry it. 

Mr. McCune. You said that. 

Representative Van Zanpr. Thank you. 

Representative Coir. You don’t dispute it, do you? 

Mr. McCune. No, sir. I think it is a very heavy responsibility. 
This is just really the nub of the whole problem. 

Representative Price. Mr. Chairman, I want to compliment Mr. 
McCune upon a strong, frank, and honest statement of the position 
that he, representing one of the major contributing companies in this 
program, finds himself in. I think he very forcefully indicates that 
if we are to have a power reactor development program, with private 
industry participating, Congress must provide an indemnity pro- 
gram. I think that we have about reached an impasse and an obstacle 
that we cannot overcome without favorable congressional action on 
this legislation. 

The CuarrmMan. Thank you very much, Mr. McCune. You always 
give us a good statement and we appreciate your being frank. I, for 
one, believe that it is necessary that we adopt this measure in order 
to get along with this job. I have felt that way for some time. 

Mr. McCune. Thank you very much. 

(Mr. McCune’s comments on proposed amendments to 8S. 715 and 
H. R. 1981 referred to on p. 146 and his comments on S. 1684 follow :) 


GENERAL ELEcTRIC Co., 
ATOMIC PRopuctTs DIVISION, 
Schenectady, N. Y., April 12, 1957. 
Hon. Cart T. DuRHAM, 
Chairman, Joint Committee on Atomic Energy, 
Congress of the United States, Washington, D. C. 

DEAR CHAIRMAN DuRHAM: In the course of my testimony on liability legis- 
lation you requested my comments on the amendments to S. 715 and H. R. 1981, 
proposed by the Atomic Energy Commission. These amendments raise ques- 
tions both of policy and of law and it has not proved practical to separate them 
for purposes of discussion. The attached memorandum, prepared with the 
help of counsel, deals with policy and legal issues. 

With the exception of the change suggested with respect to licensed activi- 
ties for the account of other Government agencies (which seems to me unde- 
Sirable) and one or two other matters, the general intent of the Commission 
amendments appears to be to broaden the protection afforded by the bills to the 
public and to industry. Accordingly, although we have differed with some of 
the specific suggestions made by the Commission, I believe that its basic ap- 
proach is to be commended. 

My general views as to the importance and urgency of this legislation and the 
fundamental soundness of 8S. 715 and H. R. 1981 have been made clear in my 
March 26 testimony. 

Sincerely yours, 
F. K. McCune, 
Vice President. 
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AMENDMENTS TO S. 715 AND H. R. 1981, ProposeD BY THE ATOMIC 
ENERGY COMMISSION 


COMMENTS OF GENERAL ELECTRIC CO. 


1. A number of the Commission’s proposed amendments to S. 715 and H. R. 
1981 are designed to refine the language, or to deal more explicitly with certain 
points, or to make administrative changes or minor alterations. The proposed 
amendments of sections 2 (i), 53 (e) (8), 170f, 170g, 170i, and 170j, and three 
of the changes in section 170a (express exclusion of export licenses, express 
provision for maintenance of financial protection, and the express provision that 
the indemnity shall run from the Commission to the licensee), fall into one or 
more of these categories and seem acceptable. 

Other changes (in sec. 170c and d) would provide that the indemnity author- 
ity apply for a full 10-year period. A year has passed since the original intro- 
duction of the bills, and this change seems appropriate. Again, that portion 
of proposed section 117 which would provide that costs of investigation, defense 
and settlement of claims would be covered by indemnity seems desirable, al- 
though this provision would probably require clarification of the limit of liabil- 
ity language in section 170e (see discussion under 6 below). 

2. The Commission would exclude from the scope of section 170a and ¢ cases 
where the licensed activity is for the account of another Government agency. 
Section 170c of the bills makes the obvious point that the indemnity would not 
run to another Government agency. However, the bills have generally been 
construed as providing that all other persons who might be subject to liability 
arising out of or connected with a licensed activity for the account of a Govern- 
ment agency would be covered by Government indemnity (Joint Committee 
report on 8. 4112, p. 12: Columbia report, p. 53, fn. 319). 

The arguments of policy in favor of covering Government-financed as well as 
privately financed activities are made most cogently in the Columbia report (pp. 
53-54). The need of the public for protection is essentially the same in both 
cases. Facilities operators, suppliers, and others also need protection. Sepa- 
rate legislation to cover each agency means at best long delays in solving the 
problems. We hope that the Joint Committee will provide in this legislation the 
protection required. 

3. The Commission amendments, as we read them, make essentially the fol- 
lowing changes in section 170a with respect to the kinds of licensed activities 
to be covered by the bill: 

(i) They remove the discretion granted to the Commission with respect to 
licenses for source or byproduct material. 

(ii) They make financial protection and indemnity mandatory with respect 
to certain cases where licenses are granted with respect to special nuclear ma- 
terial. 

The change referred to in (i) seems undesirable. It is not now possible to 
foresee all the risks which may arise with respect to byproduct material particu- 
larly, nor is it possible to say with assurance that available insurance coverage 
with respect to those risks will be adequate. Granting discretion to the Com- 
mission certainly does not harm and may, in the light of subsequent develop- 
ments, prove quite helpful. As to the cases involving special nuclear material 
licenses dealt with in the amendments, it would seem reasonable to expect that 
the Commission, under the bills as introduced, would exercise its discretion to 
require financial protection and grant indemnity. 

Accordingly, it would seem that in this area, the bills as introduced are 
satisfactory. 

4. The Commission has urged that its indemnity authority in the contract 
program be coextensive with its authority in the licensing program. The Co- 
lumbia report takes essentially the same position (pp. 53-54). We believe that 
section 170d ought to apply at least to those activities which are covered in 
section 170c. An amendment along the lines suggested in the testimony on be- 
half of the New York City Bar Association (Tr. 211) which would give pro- 
tection to the public and industry in all cases where there was a risk of a 
substantial nuclear incident would seem desirable. 

5. Some liability of reactor operators, suppliers and others connected with a 
project may not be covered by the insurance syndicates’ liability policy, and the 
amount available to pay claims will be uncertain because the face amount of 
the policy includes the obligation of insurers to pay investigation, litigation and 
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other expenses. We believe that the more reasonable interpretation of S. 715 
and H. R. 1981 in their present form is that (i) they do not contemplate that 
the financial protection required will exceed either in amount or scope of cov- 
erage the available insurance, and that (ii) the Government indemnity is in- 
tended to apply to all public liability (as defined in the bill) which is not cov- 
ered by the required financial protection, so that the public and industry will 
be afforded full protection. As we see it, the basic purpose of one set of Com- 
mission amendments (sec. 11j, proposed sec. llp, the proposed new last sen- 
tence of sec. 170b, sec. 170c, and sec. 170d) is to make these conclusions clearer 
and more explicit. This purpose is a sound one. 

We had hoped that the committee’s intent could be clarified. If the committee 
believes that amendments are required, then it would seem desirable not to tie 
the amendatory language so closely to the language of the draft liability policy. 

3v dealing only with specific cases where there may not be full protection, 
the amendments leave open the possibility that other cases cannot be taken care 
of. Moreover, the Commission’s proposed language itself raises questions of 
interpretation. It would seem that if the committee’s intent is to assure full 
protection to the public and to industry, then any amendatory language might 
be framed more simply and in terms of general principles, so as to say in effect 
(i) in section 170b that financial protection would not be required except to the 
extent that insurance was available in the United States market and (ii) in 
sections 170c and d that the indemnity would apply to any public liability not 
covered by the required financial protection. 

An additional point in this connection should be made about the definition of 
“nuclear incident” which the Commission would amend in its proposed section 
lip. This definition does no more than state the factual circumstances in which 
the liability protection becomes applicable. It does not define the type of lia- 
bility with respect to which protection is to be provided. This purpose is served 
by the definition of “public liability” which appears in section 11u of the bills 
as introduced. Accordingly, the amendment embodied in proposed section 11p 
appears unnecessary. 

6. Our understanding of the basic insurance situation with respect to offsite 
property is this: Nuclear property damage coverage is not presently expected to 
be generally available for such property. However, liability (including liability 
of one insured to another) for harm to offsite property is expected to be covered 
in the nuclear liability policy made available by the syndicates. 

S. 715 and H. R. 1981, as introduced, contemplate indemnity against liability 
for offsite property (again including liability of one person indemnified to 
another). This leaves the reactor owner and, indeed anyone else contributing 
to a nuclear project, in essentially the same position with respect to offsite 
property as members of the general public—that is, an owner of offsite property 
cannot be compensated for harm to such property unless he establishes a liability 
on the part of some other person. Under such a system there can be cases 
where a particular operator or supplier could not obtain compensation for 
damage to offsite property, even though all other persons sustaining such 
damage were able to obtain such compensation. 

The Commission has attempted to deal with this problem by a new section 
111 which defines the term “indemnity” to include an obligation on the part of 
the Government to pay the persons indemnified for damage to offsite property. 
The specific language suggested by the Commission may be read in a number of 
ways. But no matter how read, the proposed amendments represent a signifi- 
cant alteration of the scheme of the bills, since, as we understand it, the 
committee intended that the bills should be keyed to liability. 

If the committee believes a different approach is appropriate, then it should 
be recognized that departing from the premise that the bill should deal only 
with liability requires reexamination of other provisions. For example, the 
language of section 170e relating to the limit of liability, as well as the lan- 
guage prescribing a procedure for allocating available indemnity funds among 
claimants, would seem to require clarification if the Commission’s amendments 
are accepted. Other changes might have to be made in sections 170e and 170d. 

7. In their present form, the bills exclude claims under State or Federal 
Workmen’s Compensation Acts of employees of persons indemnified who are em- 
ployed in connection with the activity where the nuclear incident occurs (sec. 
llu). The Commission amendments (sec. 11v) would abolish the distinction 
based on whether the employees were employed in connection with the activity 
where the incident occurs. 
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In last year’s Joint Committee report accompanying S. 4112 (June 22, 1956) 
the distinction drawn in the bills with respect to workmen’s compensation 
claims of employees is based on certain assumptions as to determination of pre- 
miums (p. 8). The Commission’s explanation of its proposed amendment does 
not challenge these assumptions, and it does not appear necessary to make the 
Commission’s suggested change. However, we have no objection to this change 
provided it is made clear that the committee is preserving what appears to be 
the intent of both the bills as introduced and of the Commission amendments— 
namely, that (i) claims of employees asserting a tort or common law liability 
and (ii) subrogation claims of employers or insurers are within the definition 
of legal liability. 

8. A good deal of the testimony on the Commission amendments has dealt 
with the question of the protection to be afforded with respect to liability incur- 
red by a trespasser or a stranger to the project out of which the nuclear inci- 
dent arises. We share the hope expressed by some members of the committee 
and by others that the insurance syndicates will be able to provide coverage 
against liability of such persons. If, however, the syndicates are unable to do 
so, it would seem unfortunate if the public were denied the full protection of 
the Government indemnity. 

Accordingly, we think that the Commission’s basic approach is a sound one. 
However, we believe that the intent could be more simply and clearly effectu- 
ated by language in section 170c and section 170d to the effect that the in- 
demnity would apply to public liability not covered by the required financial 
protection, rather than by the more elaborate language changes suggested by 
the Commission. 

9. The bills as introduced, authorize the Commission, in determining the 
amount of financial protection to be required, to take into account the cost of 
private insurance. These provisions, as we read them, do not authorize the 
Commission to pass upon the reasonableness of rates but only to decide how 
much financial protection it will require a licensee to provide in a situation 
where there is only one source from which insurance may be obtained. 

Presently, it appears that the rates for liability coverage, although quite high, 
will be livable where large facilities are involved. However, where smaller 
facilities and smaller companies or institutions are involved there may be a 
real problem. Also, it is not possible to predict what the rate situation will be 
in the future. We recognize the concern of the insurance companies, but on 
balance believe that the bills as introduced are more desirable than the Com- 
mission amendments in this area. 


GENERAL ELeEctTRIC Co., 
April 3, 1957. 
Mr. JAMES T. RAMEY, 
Executive Director, Joint Committee on Atomic Energy, 
Washington, D.C. 


Dear Mr. RAMEY: Your letter of March 22 requested my comments on Senate 
bill 1684 during the hearings last week. I did not have time to prepare any 
written testimony and the matter did not come up in discussion. 

As I understand the bill, the purpose is (1) to provide a formal status in 
law for the Safeguards Committee, (2) to provide that its findings shall be 
made public, as well as the Commission’s, (3) to assure that there are public 
hearings with regard to safeguards. 

My comments are as follows: 

1. I see no objection to a formal status for the Safeguards Committee. We 
need a committee of some permanence and continuity and will continue to need 
it for another 10 years at least. It seems to me that the proposed bill provides 
a basis under which distinguished persons in private pursuits could serve with- 
out having to withdraw from those pursuits. 

2. I favor final safeguards reports being published. Also, I believe that, as is 
the case at present, submissions on the question of safeguards should be public. 
I believe that the deliberations of any group considering these should be private. 
They are partly jury and partly investigators, and I think must be free to de- 
liberate in private as is the case with any jury. My concern is not with the 
principle of public findings—which I endorse—but with the mechanics of ob- 
taining free discussion and competent uninhibited analysis up to the point of 
public release. As I read S. 1684, this is what is contemplated. 
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3. I am in favor of either mandatory public hearings or notice being given 
in some way so that a public hearing is requisite if any responsible group 
wishes such a hearing. I believe that lacking such procedure, findings might 
be subject to retroactive attack and there will be a concomitant sense of in- 
security on the part of licensees. 

4. There are some possible practical problems on which I think testimony 
might be taken from those who are actually trying to do this job. Presently 
the Committee is an advisory one to the Commission and the Commission has 
a staff charged with this responsibility. The precise roles of the Commission 
staff and of the Committee and the relationships between the two groups should 
be carefully considered. For example, as I understand it, a Committee member 
can have the Commission staff perform physical analysis, thermal analysis, or 
any other type of work requisite to the formation of a sound opinion and pres- 
ently can work back and forth in this manner. A complete barrier between 
the Committee and the working staff of the Commission would, I believe, result 
in the Committee requiring a complete staff of its own. I would certainly rec- 
ommend that the ideas of those specifically engaged in this work should be ob- 
tained on this and other points. 

I trust that the above observations will be of value to you. 

Sincerely yours, 
FrANcIS K. McCune, 
Vice President and General Manager, Atomic Products Division. 

The Cuarrman. The next witness is Mr. Arthur Murphy, of the 

atomic energy committee of the New York Bar Association. 


STATEMENT OF ARTHUR W. MURPHY, ON BEHALF OF THE SPECIAL 
COMMITTEE ON ATOMIC ENERGY OF THE ASSOCIATION OF THE 
BAR OF THE CITY OF NEW YORK 


Mr. Murrny. Thank you, sir. 

The Cuarrman. Do you have a statement ? 

Mr. Murruy. I have a statement. 

The Cuatrman. You may proceed, Mr. Murphy. 

Mr. Murpny. My name is Arthur W. Murphy. I am appearing 
in behalf of the special committee on atomic energy of the Associa- 
tion of the Bar of the City of New York. As some of you know, I 
directed the atomic insurance study conducted by the Legislative 
Drafting Research Fund of Columbia U niversity on behalf of the 
Atomic Industrial Forum. The work of the insurance study was 
completed last January and our recommendations are contained in 
the final report on Financial Protection Against Atomic Hazards, 
published by the Forum. It is my understanding that copies of the 
report have been made available to the Joint Committee. 

At the outset, I should state that our committee is strongly in favor 
of legislation of the kind represented by H. R. 1981 and 8. 715. We 
believe that legislation of this kind is necessary to achieve the objec- 
tive of the 1954 Atomic E nergy Act of securing maximum participa- 
tion by private industry in the development of atomic energy. But 
of perhaps even greater importance is the need to provide a substan- 
tial measure of protection to the public in the event of a c: itastrophic 
nuclear accident. If the question were asked by the Joint Committee 
whether to enact the bills in their present form or to enact no legis- 
lation, we would unhesitatingly urge that the bill be enacted as is. 

In this connection, it seems appropriate to point out that we 
believe that the question of protecting the public is essentially inde- 
pendent of any decision on the question of increased Government 
activity in the development of atomic power. The threat of damage 
to the public will be the same whether the program is carried on by 
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the Government itself, by the Government acting through contrac- 
tors, or by private industry using its own resources. We believe that 
the public is entitled to financial protection against loss from any 
source of radiation, whether the activity involved be carried on by 
the Government, a Government contractor, or private industry; thus, 
it seems to us, that however Congress chooses to proceed, some pro- 
vision ought to be made for compensating the public. The question 
of that compensation should be considered on its own merits inde- 
pendently of the problem of the proper roles of the Government and 
private industry in the development of atomic power 

However, we do not understand the question bidors the committee 
to be one of choosing between the legislation as is and no legisla- 
tion—but rather of whether any improvements can be made in these 
bills before they are voted upon. We are, accordingly, appearing 
to suggest some changes, the adoption of which we think would 
strengthen the legislation. 

To depart from the prepared statement for a moment, I have not 
had, and of course our committee has not had an opportunity to 
examine thoroughly the suggested amendments submitted by the 
Atomic Energy Commission yesterday. 

I thought I might, however, depart from the prepared state- 
ment occasionally to point out the relationship between any 
particular proposed Commission amendment and the suggestion 
that we have made here so that you could see the two of them 
in context. In most cases I will not be able to give any opinion as to 
the full legal effect of the proposed amendment, but I’ will try to tie 
in their suggestions where they are pertinent to what we have sug- 
gested. 

Our first point concerns the provisions of section 170-d of the bills 
which authorizes the Commission to indemnify Government con- 
tractors. As the provision reads, it does take care of a number of 
the problems which now confront contractors: For example, by 
clearly establishing the statutory authority of the Commission to 
grant indemnities, it lays the basis for solving the vexing problem of 
the scope of indemnities granted “subject to the availability of 
funds.” Similarly, it provides a basis for solving the problem of 
subcontractors who have, by and large, not been granted indemnities 
by the Commission and who have not been permitted to obtain from 
prime contractors the benefit of any indemnity the latter may have 
received. 

The effectiveness of this provision in solving the problems of 
contractors may, however, be lessened by the fact that it is wholly 
permissive. The chief objection to this section as presently drafted, 
however, is that there is no assurance to the public that an indemnity 
will be granted. 

As I stated earlier, it is our feeling that the public is entitled to 
the same protection in the case of an activity carried on by a Govern- 
ment contractor as it would be were the activity carried on by a 
licensee. For that reason we think that the legislation should con- 
tain a direction to the Commission to indemnify Government con- 
tractors in any case in which proof of financial responsibility would 
be required if the activity involved were licensed. In addition, it 
seems to us that any activity carried on by contractors for the Govern- 
ment which is not of a type that might be carried on by licensees 
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should be covered by an indemnity if the Commission thinks there 
is danger of a substantial accident. We do not mean to suggest that 
the Commission should be deprived of its opportunity to bargain 
with contractors for the most favorable possible terms; we do feel, 
however, that the area of bargaining should be restricted to the ques- 
tion of ‘who will pay for the private insurance protection to be 
afforded and should not include the question of whether any protec- 
tion will be furnished at all. 

So far as I am aware none of the suggestions made by the Com- 
mission yesterday would change the permissive nature of section 
170-d. I don’t believe they made any recommendation with respect 
to that at all. 

Our second major point concerns the question of the limitation 
on the amount of the indemnity and the limitation on liability. 

In our statement submitted last spring with respect to the legisla- 
tion then pending, we took the position that an unlimited indemnity 
would provide greater assurance that the public would be protected, 
would avoid many possible difficult administrative questions in the 
event of a major accident, and would eliminate any lingering doubts 
as to the constitutionality of the proposed limitation on private lia- 
bility. We have not changed our minds on this score and we still 
believe that an unlimited indemnity would be preferable to an attempt 
to determine in advance a figure which will cover all possible lia- 
bility. At the same time we recognize the reluctance on the part of 
Congress to assume liability without limits. 

As a practical matter the amount provided by this bill may well 
cover any claims which could arise, and we are encouraged by the in- 
dication—which was contained in the report accompanying the An- 
derson-Price bill in the last session of Congress—that in the event 
damage exceeded the amount of protection available, Congress would 
take a second look to see if additional funds Jhould be made 
available. 

In passing, I would like to point out that the Commission did not 
make any suggestions with respect to this point. 

A third major point concerns the scope of the program to be under- 
taken by the Commission. Under the license program the Com- 
mission is required to ask for proof of financial protection in cases of 
licenses granted under sections 103 and 104 of the act, and construc- 
tion permits granted under section 185 of the act. 

Such a requirement is permissive in the cases of licenses granted 
under sections 53, 63, or 81. On its face, this provision would seem 
to cover the necessary ground. We are not technically competent to 
determine in what cases protection must be required and in what cases 
it can be dispensed with. It does seem to us, however, that it should 
be made clear that the intention of this program is to cover all cases 
in which there is danger of any substantial accident from the use of 
radioactive material. Given that direction, the Commission can exer- 
cise the discretion it has under the present bill to require financial 
protection or not in cases that come before it. 

One suggestion that the Commission made yesterday does have a 
bearing on this. They would, in their proposed amendments, revise 
this section substantially to state more explicitly the kinds of situa- 
tions in which financial protection must be required. TI could not say 
at. the present moment whether what they have suggested is more re- 
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strictive than what we have suggested here or not. It is one of the 
things we will cover in any memorandum which we send down to you. 

A final question which we would like to raise—but to which we 
have no ready answer—concerns the coordination of the Government 
indemnity with the insurance or other financial protection which may 
be required. I should perhaps emphasize that I am not talking here 
about the amount of financial protection which should be required— 
that point is, we think, adequately covered in the present bill since 
it seems to us that there is no reasonable alternative at this time to 
giving the Commission wide discretion to set the amount of protec- 
tion to be required. 

At this point I might take up very briefly the suggestion made by 
the Commission yesterd: Ly to delete the provision of ‘the Price-Ander- 
son bill which provides that in fixing the amount of financial respon- 
sibility the cost and terms of private insurance are to be considered. 

I have not had an opportunity to assay that suggestion completely, 
nor have I had a chance to take it up with our committee. I do 
think, though, that on its face I would disagree with the contention 
of the Commission that this provision inevitably involves it in a re- 
evaluation of the reasonableness of rates. I start with the assump- 
tion that the rates promulgated by the insurance companies are rea- 
sonable given the problems that they themselves face. I do not 
think it necessarily follows, however, that the Commission should not 
have discretion in any proper case before it to set the amount of 
financial responsibility lower than the total amount of private insur- 
ance which will be available. I think that at this particular stage of 
the game where the rates are not finalized, and where much negotia- 
tion still must go on, the Commission will need every bit of discretion 
it has and it can have in fixing this amount, and that in an appropri- 
ate case the cost of private insurance would be a proper factor for it 
to take into consideration. 

To go on with the prepared statement 

Our statement here is directed to the extent to which the inde emnity 
will cover any gaps which may exist in the coverage afforded by the 
financial protection required. 

The objective of the program contemplated by this legislation is to 
afford fairly complete protection to the public, within the limits of 
our existing system of tort liability, and to afford atomic industry, 
both the operators of nuclear installations and the suppliers, an op- 
portunity to protect itself against liability. It seems to us that in 
most cases the legislation will have that effect ; however, it is possible 
that situations may arise in which industry or the public, or both, 
might not be protected. 

As we understand these bills, the requirement of financial protec- 
tion is no broader than what can be satisfied by the purchase of avail- 
able private insurance. 

To depart from the prepared statement for a moment, there are a 
number of amendments introduced by the Commission yesterday, the 
precise purpose of which is to make clear that the intention of the 
bill in this respect is made clear. I have never doubted myself that 
under the Price-Anderson bill the requirement of financial protection 
would be satisfiable by the purchase of an insurance policy and that 
there would be no requirement that a license do more than that. As 
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I say, there are 2 or 3 amendments which were suggested by the Com- 
mission, the prime purpose of which would be to make that specifi- 
cally clear in the statute. 

To go back again to the prepared statement— 

Assuming that insurance is bought there are two kinds of situa- 
tions in which industry or the public might not be wholly protected. 

The first problem lies in the possibility that even up to the limit of 
the policy, all liability of atomic industry for a nuclear incident may 
not be covered. Whether all possible liability is covered by the pres- 
ent policy of private insurance is not yet clear to us, and, indeed, the 
final answer to this question may not come until courts have deter- 
mined the scope of the obligation undertaken by the insurers. 

The second situation would arise in the event that a person not 
covered by the private insurance policy is held liable. In its present 
form, the policy covers the operator, the suppliers and some others, 
but does not cover all persons who might be held liable—the example 
of a person not covered most frequently used being the operator of an 
airplane which crashed into a nuclear installation. 

As the bills now stand there is no question but that the indemnity 
will cover the liability of all persons, whether operator, suppliers, or 
third parties who may become liable, above the level at which finan- 
cial responsibility is required. It is not clear, however, whether lia- 
bility of a person who is not covered under the policy would be in- 
demnified below that point. A serious problem might exist for the 
public if such a person was the only one against whom a claim could 
be asserted. 

To depart once again from the prepared statement, as has been dis- 
cussed in these hearings, the Commission has made a specific recom- 
mendation that the indemnity to be afforded by this bill cover the 
so-called third party below the limit of financial protection which 
is required. I think myself that there are a number of conflicting 
considerations which ought to be taken into account by the committee, 
and we have made no specific recommendation as to whether there 
should be coverage or not. 

I think, as Mr. McCune has pointed out, the important thing is to 
advise the committee that it is possible under this bill that there may 
be gaps in the protection which is afforded both to industry and to 
the public. 

In the third party situation, to perhaps clear up a colloquy that 
went on between Senator Anderson and Mr. Haugh this morning, 
there would be no problem so far as the public was concerned if a 
person covered by the private insurance policy was in fact liable even 
though a third person might also be liable. The only problem for 
the public would arise in case a court at a future date would hold 
that the only person liable was the third party. Whether any court 
will do that or not is, of course, impossible to predict at this date. 

Representative Coz. Have there been cases where a court has exon- 
erated the person primarily liable but held liable the third party ? 

Mr. Mureuy. Under the so-called doctrines of strict liability, 
which many people believe will govern the operation of a reactor, 
there have been exceptions sometimes invoked on the grounds that 
damage was caused by the independent act of a third person or a 
so-called act of God. Such an exception could be applied here, al- 
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though I would think that the reactor operator might be in a different 
situation since so much attention has been given to making these 
things foolproof, that is, maybe it would be a ‘requirement of reactor 
operation that it be so constructed that even if an airplane hits it, it 
will not run away. 

Representative Cotz. There is no reason why the policy could not 
provide for public indemnity or an incident caused by a third party 
or an independent person, is there / 

Mr. Moureuy. I can see none. 

Representative Coir. Do you see any reason why if such a pro- 
vision is in the policy that it would justify a greater rate / 

Mr. Murreny. No. 

Representative Coir. It could be negligible. 

Mr. Murreny Not to step into anybody else’s territory, my feeling 
about this is that they are covering in a single policy the operator and 
the supplier and everybody who could conceivably be liable provided 
he has some prior connection with the operation of the reactor. I 
know of no reasson—I would be happy to be corrected or perhaps, I 
should say unhappy, on this point—why if you can cover in a policy 
some people who are now not identifiable, other people who are not 
now identifiable, namely the third parties, cannot be covered. 

Representative Coir. Have you studied the policies? 

Mr. Murreny. Yes. 

Representative Coir. Are acts of God excluded ? 

Mr. Murreuy. No, I don’t recall that they are. The policy will 
cover any liability. It is my understanding and recollection of the 
policy that it will cover, subject to the caveat mentioned earlier that 
there may be some gaps in the coverage, any legal liability of the op- 
erator. So if a court should impose liability on the operator of 
reactor, regardless of whether an act of God caused the reactor to run 
away, that liability would be covered under the present insurance 
policy. They do read out war damage. But it is not my recollection 
that they attempt to exclude any liability in other cases. 

Representative Cote. Since these policies do cover damages caused 
by acts of God, I have difficulty in finding a good argument for not 
also including damages that are caused by an independent person. 

Mr. Murpry. I am on your side on this point. 

Representative Corr. When you were here this morning, I tried my 
best to get a good argument from Mr. Haugh on it and he did not 
indicate one. 

Mr. Mourpny. I was listening with bated breath. 

I think there was some confusion this morning as to the question 
of liability. I think there was some argument at cross purposes. I 
did not understand your suggestion to be that the policy should cover 
situations in which there was no legal liability at all. I understood 
your question to be the one that you have asked me: Couldn’t an in- 
surance policy be written which would cover the liability of any 
person who may become liable ? 

tepresentative Corr. Where could there be a.damage without a 
liability for causing a damage on the part of somebody ? 

Mr. Moureny. If the courts behave properly I do not think there 
ean be a situation. It is perfectly possible when you are talking about 
10 years from now that the courts might say, as they have in the act 
of God situation, that none is lable. 
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Representative Cote. This is a hazard of being alive and you must 
suffer the consequences. 

Mr. Murrny. I personally feel that given this legislation and given 
the private insurance coverage which ‘will be available that it is ex- 
tremely unlikely that in the event of an accident any court is not 
going to find that it can under one theory or another fix liability. I 
would think, as Mr. Haugh said today, that it is most likely that it 
will be fixed on the reactor operator. 

Representative Coin. How extensive is that legal principle of ab- 
solute liability followed in the various State jurisdictions / 

Mr. Mureny. I could not give you a State-by-State breakdown. 
But under one form or another, there is a rule of strict liability in 
every State that I know of. Some call it an ultrahazardous activity 
doctrine. Some of them analogize it to the old trespass or nuisance 
doctrines. But ultimately they cover pretty much the same situa- 
tions. There are some States which have spec ifically rejected the Eng- 
lish case which was the forerunner of this doctrine and then brought 
in precisely the same doctrine through the back door. 

[ think in one form or another there is a strict liability doctrine in 
almost every State. Whether it will be imposed or not is another 
thing. 

Represent: itive Cote. Do I understand you correctly to say that all 
State jurisdictions have imposed liability on the owner of an instru- 
ment which causes the damages, even though there has been no 
negligence on his part if the damage initiated from the act of an 
independent person / 

Mr. Murreny. There just is not enough law on that one. The in- 
dependent act of a third person is not a universal exception to the 
doctrine of strict hability. It has been imposed in some cases. How 
valid it is, I don’t know. I mention it only because it does exist. 
[I am reasonably confident myself that given, once again, the kind of 
insurance protection that the private insurance people have made 
available and given the overriding Government indemnity that there 
will be very little reason for a court not to assess liability on the 
owner of a reactor for all damage which is caused as a result of the 
operation, whether you can casually trace it to a third party or 
not. 

Shall I go on‘ 

The Cuamman. Yes. 

Mr. Murrny. [t is too early to say with any certainty whether 
these situations will arise—the possibility that they may does, how- 
ever, pose a policy question for this committee as to whether the in- 
demnity should be so worded as to cover any possible gaps. 

In preparing this statement, we have concentrated on the major 
changes which we think ought to be made in the pending legislation, 
and I will not try to cover the minor, or drafting, changes which we 
think might also ‘be made. An example of the latter is the provision 
in section 170-f of the bill that the fee for licenses under section 103 
shall be $30 per year per 1,000 kilowatts of thermal energy; while 
this standard would be appropriate in the case of reactors, which can 
be classified in terms of heat output, it would not seem to cover the 
ease of a facility—such as a reprocessing plant—which could not be 
so classified. 
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Me think that is the kind of minor drafting amendment that would 

icked up in the normal progress of this legislation. 

res have not on this occasion—as we did last spring—prepared any 
detailed suggestions as to drafting, largely because we did not know 
at the time the statement was prepared whether the Commission 
would submit a suggested redraft. If the committee or the staff 
would like us to submit such suggestions, we will endeavor to do so 
as quickly as possible. 

In closing, I would like to emphasize again on behalf of our com- 
mittee that we feel that the legislation which has been suggested by 
the committee and the staff is essentially sound and is a significant 
contribution to the solution of a difficult problem. Weare, of course, 
prepared to assist you and the staff at all times in any way within 
our capacity. 

The Cuamman. Thank you very much, Mr. Murphy, for your ex- 
cellent statement. We appreciate you taking your time to give us 
your thoughts on this matter. 

Representative Cotz. On that point, Mr. Chairman, I think that 
the joint committee should acknowledge its indebtedess to his organi- 
zation for the great help that he has been to the committee in study- 
ing this problem and suggesting drafts of the legislation which is 
before us. It has been very very helpful. I think he has done a 
magnificent job. The committee and the Congress and the public 
are , greatly indebted to you and your committee. 

Mr. Mureny. Thank you, sir. 

The Cuamman. At this point I was going to ask permission to 
place in the record the summary of the problem i in the report which 
I think is one of the best things I have seen, and the recommendation 
included in the report. I read it twice, which is unusual for me. 

(The portion of the report of the Atomic Industrial Forum, Inc., 
referred to, follows:) 





SUMMARY OF THE PROBLEM 


1. The development of atomic energy, especially for power purposes, calls for 
operations involving substantial quantities of radioactive material. And there is, 
despite every safety precaution, a possibility, however remote, of a catastrophic 
accident. 

2. From the viewpoint of atomic industry, the primary financial protection 
problem is that posed by the threat of huge liability to the public arising from 
such an accident. Under existing legal rules, the operator of an atomic instafla- 
tion, and in some circumstances the suppliers, may in the event of a serious acci- 
dent be subject to tort liability far beyond that ever previously imposed. 

3. Although private insurers are expected to offer to atomic industry insurance 
coverage many times greater than that availabie in other industries, the magni- 
tude of the risk is such that the potential liability cannot be covered by private 
insurance alone. 

4. In the license program, the possibility of unprecedented liability for a 
eatastrophic accident is a serious deterrent to the broad private participation 
that has been a major objective of the Atomic Energy Act of 1954. Although 
private industry is participating in atomic-energy development under Govern- 
ment contract, many questions remain as to the adequacy of the financial protec- 
tion now afforded contractors. 

5. As matters now stand, one of the most significant results of a serious acci- 
dent could be that members of the public in large numbers would have to 
bear a major share of the losses. 
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6. The National Government has a double responsibility: (a@) to remove the 
major roadblock which the financial protection problem opposes to broad, 
effective participation by private industry in the rapid development of atomic 
power; and (b) to provide substantial assurance to the public that it will be 
compensated for losses that may result from that development. There is wide 
agreement among the interested parties that the financial-protection problem 
calls for the establishment of some program by. the National Government. 


IV. RECOMMENDATIONS FOR A PROGRAM BY THE NATIONAL GOVERNMENT 


Given the need for some action by the National Government, there are two 
basic objectives which must be met by any program: first, the public should be 
given protection against financial loss because of personal injuries and property 
damage due to radiation; and second, atomic industry should be protected 
against the possibility of overwhelming losses from liability in the event of a 
catastrophic accident. 

In succeeding pages we explore the requirements of a Government program to 
meet those objectives within the existing framework of tort liability. The dis- 
cussion deals primarily with the needs of a program covering licensed activities ; 
the requirements of a program covering contract activities are treated separately. 
Consideration is given thereafter to the feasibility of a Government program to 
offer direct insurance to the public and proposals for substitution of a “compensa- 
tion plan” for tort liability. In a concluding subsection, the impact of the finan- 
cial protection problem on international atomic activities is briefly discussed. 

Before any examination of the elements of a Government program, one general 
observation should be made; a major characteristic of any program should be the 
avoidance of elaborate machinery. In view of the present limits of knowledge 
and experience, the program should be simple, pragmatic, and responsive to 
changing needs. Many problems which will arise cannot be foreseen, and the 
more elaborate the program the less adaptable it will be to meet changed cir- 
cumstances. An additional reason for avoiding a large and costly mechanism 
at the outset is that the primary role of the Government will be to protect against 
loss in the event of a catastrophe and not, as in programs such as crop insur- 
ance,” and the new flood-insurance program,” to insure against reasonably 
expectable and recurring losses. Protection against loss other than from a catas- 
trophe will be available from private insurers.*” 


A. A PROGRAM WITHIN THE FRAMEWORK OF TORT LIABILITY 


Several suggestions have been made as to the method, within the framework 
of tort liability, by which the Government could proceed in an effort to solve 
the problem of liability for a catastrophic accident. They have included a stat- 
utory limitation on liability, a voluntary Government excess insurance or rein- 
surance program, and indemnity legislation.“ These three suggestions are 
dealt with in order. Since an indemnity program, combined with private in- 
surance, appears to offer the best hope of a simple solution to the problem of 
industry and the public, most of the discussion is devoted to that approach. 


1. Limitation on liability 


The most direct method of solving industry’s problems would be to limit lia- 
bility at the point where insurance ceases to be available.*” Proposals for such 
a limitation have been compared to the limitation on the liability of a ship- 


268 Federal Crop Insurance Act, 52 Stat. 72 (1938), as amended, 7 U. S. C. A. 1501 
et seq. For a detailed report on the history of the crop-insurance program see Federal 
Disaster Insurance, supra, note 257, at 272 et seq.” 

‘209 Federal Flood Insurance Act of 1956, 70 Stat. 1078. For a history of proposals 
leading up to the enactment of this statute, see Federal disaster insurance, supra, note 257.” 

“270 As noted earlier, the situation with respect to direct property coverage of the public 
is not yet clear. See the discussion at p. 57, below.” 

“271 See Satterfield, The Position of the AEC in the Insurance Problem, minutes of the 
fourth annual conference of the National Industrial Conference Board on Atomic Energy 
in Industry (1955), p. 394, 395. The three approaches mentioned in the text were repre- 
sented in bills introduced in the 2d sess. of the 84th Cong. (1956) : H. R. 9802 (limitation 
of liability); H. R. 11242 (Government excess insurance); and H. R. 9701, S. 3929, 
H. R. 11528, S. 4112 (indemnity ).”’ 

“272 The determination of the point at which insurance becomes unavailable would raise 
complex problems similar to those involved in determining the point at which an indemnity 
should begin (see infra, p. 50). 
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owner ** and to the somewhat different limitation on the recovery of persons 
injured injured by airplanes outside the continental limits of the United States.” 
In contrast to the limitation on shipowners’ liability which is clearly within the 
National Government’s admiralty power, and the limitation on liability for air- 
plane accidents established under the treaty power, a national limitation on 
liability for atomic activities would raise serious questions of Federal-State rela- 
tionships.*° An even more important drawback is that the limitation would deny 
the public the protection it needs, and would, therefore, be objectionable whether 

enacted by the National Government or by the several States.*” 

The West German atomic nergy statute follows, in part, the limitation on 
liability approach. After declaring a standard of absolute liability for acci- 
dents at atomic plants,” the statute establishes an overall limitation of lia- 
bility for each accident, and limits the recovery of any person injured who 
sues under the statute.** However, the statute apparently does not limit lia- 
bility for accidents caused by negligence.” It is doubtful whether, in this 
country, where the line between strict liability and negligence is frequently 
tenuous, a similar statute would afford atomic industry sufficient protection. 
In any event, it would not afford sufficient protection to the public. 

2. Voluntary excess insurance or reinsurance 

Before the other suggested methods of meeting the liability problem—excess 
insurance or reinsurance, and indemnity—are discussed, one point of terminology 
should be made clear. Liability insurance contracts and indemnity agreements 
are similar in objective: in both one party agrees to compensate another for loss 
in the event of certain contingencies. Indeed, the terms are frequently used 
interchangeably. For purposes of our discussion, however, in the remainder of 
this report, the term “Government insurance” will mean a scheme which involves 
the main elements of a private insurance system—premium rates and a fund into 
which premiums are paid and out of which payments for losses are made. 
“Government indemnity,” as the term is used here, will mean a scheme involving 
neither premium rates nor a fund, although a charge may be made for the 
protection afforded. 

There is general agreement that whatever Government program is adopted, 
insurance or indemnity, there should be room for the activity of private insurers, 
and that the Government should not cover liability from the ground up. Total 
Government indemnity would be at odds with the intent expressed in the 1954 
act to develop atomic energy within the framework of private enterprise where 
consistent with overall objectives. Furthermore, such action would be con- 
trary to the practice which the Government has generally followed in other 
“insurance” programs.” Where the Government has entered an area of possible 
conflict with private insurance, its entry has usually been conditioned on the 
nonavailability of insurance in the private market.™ Although we agree in 


“273 The liability of a shipowner is limited to the value of his interest in the ship and 
‘freight then pending,’ except that at least $60 per ton must be available for loss of life 
or bodily injury. R. S. sec. 4283 (1875), as amended, 46 U. S. C. A. 183.” 

“2 Art. 22 of the Warsaw Convention on International Air Transportation, 49 Stat. 
5019 (effective October 29, 1934), limits the liability of the carrier to a stated amount for 
injury to a passenger, or damage to property carried. The Rome convention, to which 
the United States has not agreed, limits overall liability for surface damage according to 
the weight of the airplane.” 

“275 Because of the conclusion that a limitation of this kind is undesirable, the constitu- 
tionality of such a limitation, whether enacted by Congress or the States, has not been 
considered. See note 312, infra.’ 

“If it is felt desirabie to support an industry, the way to do so is by subsidizing it, 
not by burdening incidental victims with the damages caused by it.’ Drion, Limitation of 
Liabilities in International Air Law (19! 54),p.12. Fora general discussion of the rationale 
of Jimitations on liability, see id., ch. 1.” 

7Sec. 20, German Atomic ‘Energy Law. An ‘atomic plant’ seems to be generally 
equivalent to a ‘production or utilization facility’ under the United States Atomic Energy 

Act of 1954.” 
‘278 Sec. 26. The overall limitation is 25 million marks. 

“279 Sec. 29 seems to preserve a cause of action for special damages, such as loss of 
services and pain and suffering if the plaintiff can prove negligence. It is not clear 
whe ther damages for injury to property can be recovered above the limit set by the statute.”’ 

“28 National service life insurance and World War II war risk cargo insurance are excep- 
tions. In both cases there were special reasons, not present here, for establishing a com- 
petitive program. On the other hand, the Government has utilized private insurers to 
write Federal employees’ group life insurance, 68 Stat. 736, 5 U. S. C. A. 2091. In the 
case of workmen’s compensation, some State governments compete with private insurers: 
other State funds preempt the field to the exclusion of private insurers. See 2 Larson, 
supra, note 137, at 444.” 

“281 Sec. 12 (a) of the Federal Flood Insurance Act of 1956, supra, note 269, provides that 
no insurance shall be issued covering a risk ‘against which insurance is available on 
reasonable terms from other public or private sources.’ ” 
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general that a Government program should be so conditioned, there remain a 
number of difficult questions as to the precise point at which such a program 
should take effect. 

The voluntary Government excess insurance, or reinsurance,™ approach was 
embodied in a bill proposed by the Commission in May 1956.** Under that bill 
the Commission would have been authorized to sell “indemnity” coverage to 
private industry “in excess of the amount of nongovernmental insurance * * * 
generally available on the open market,” or to reinsure coverage provided by 
private insurers.”™ 

The major defect of voluntary excess insurance, or reinsurance, is that to 
some extent the protection of the public would be dependent on the business 
judgment of the operator. No matter how nominal the cost, there would be 
some persons who would not buy sufficient insurance. Furthermore, if it were 
to have any meaning, it would put the Government in the unhappy position of 
having to treat victims of separate accidents differently because the operators 
had made different business judgments as to the desirability of insurance 
coverage.*>° 

This defect could be remedied by requiring the operator of an atomic instal- 
lation to purchase insurance. But a compulsory insurance program would 
encounter substantially the same difficulties as those of the indemnity program 
discussed below; and any Government insurance program, whether compulsory 
or not, is subject to the further objection that it requires an unnecessarily 
elaborate structure. A solution to the financial protection problem does not 
require the establishment by the Government of a schedule 25° of premiums or a 
fund *87 for the payment of losses. As was recognized by the Joint Committee 
in its report on the Anderson bill, any rate established will either be woefully 
inadequate to cover losses in the event of an accident, or—since there may never 
be an accident sufficiently serious so that the Government is called upon to 
make payments—too large.” 


282 


“28 Private insurers have stated that they are not interested in a Government reinsurance 
program. See, e. g., letter of Black, hearings, supra, note 104, at 384; and memorandum 
of R. Murphy, id., at 403.” 

“283 See hearings, supra, note 104, at 44—46, later introduced as H. R. 11242, 84th Cong., 
2d sess. (1956).” 

28% Sec. 169-la (3).” 

“28 In the case of war damage, where presumably the potential injured would have the 
option of purchasing or not purchasing Government insurance, doubt has been expressed 
that the Government would find it desirable to make payments only to those who bought 
the insurance. Hearings before a subcommittee of the Committee on Banking and Cur- 
rency, U. S. Senate, on S. 114, S. 439, S. 1309, and S. 1848 (War Damage Corporation Act 
of 1951), 82d Cong., Ist sess. (1951), p. 239.” 

‘286 H. R. 11242, supra, note 283, sec. 169—1b, provided : 

“The Commission shall make an annual charge for indemnity coverage at such rates as 
it deems reasonable after taking into consideration (1) the scale of premiums charged or 
which would be charged by private insurance companies for public-liability coverage of 
the facility involved, and (2) the objective of establishing rates which will not tend to dis- 
courage widespread participation in the development and utilization of atomic energy for 
peaceful purposes. Such rates shall be established for each increment of indemnity coverage 
as determined by the Commission. The basis for such rates shall be incorporated in a 
schedule which shall be published by the Commission.” 

For an indication of the difficulty of formulating such rates, see hearings, supra, note 
104, pp. 11 et seq. 

28° HA. R. 11242, supra, note 283, sec. 169—1e, provided : 

“There is hereby established a Federal atomic hazard indemnity fund for use by the 
Commission in carrying out the functions authorized by this section. The net proceeds 
derived by the Commission from indemnity fees and reinsurance premiums collected under 
subsecs. (b) and (c) shall be deposited in the Federal atomic hazard indemnity fund. 
Moneys in the fund not needed for current operations of the Commission under this section 
may be invested or reinvested by the Commission, with the advice of the Secretary of the 
Treasury, in all obligations which are lawful investments for fiduciary, trust, or public 
funds of the United States.” 

288 S. Rept. No. 2298 (H. Rept. No. 2531), 84th Cong., 2d sess., at 6 (1956): 

“A system of indemnification is established rather than an insurance system, since 
there is no way to establish any actuarial basis for the full protection required. The 
chance that a reactor will run away is too small, and the foreseeable possible damages of 
the reactor are too great to allow the accumulation of a fund which would be adequate. 
If this unlikely event were to occur, the contributions of the companies protected are likely 
to be too small by far to protect the public, so Federal action is going to be required any- 
way. If the payments are made large enough to insure that there is an adequate fund 
available, the operation of the reactors will be made even more uneconomic. On the other 
hand, if, as the Joint Committee anticipates, there never will be any call on the fund for 
payments, the funds will have been accumulated to no age yy eae, in this instance 
it seemed wisest to the Joint Committee not to treat this as an insurance problem but to 
treat it as an indemnification problem. There seems to be no real need for establishing all 
of the technical mechanism of an insurance fund in this situation.” 

For a contrary view on the desirability of establishing a fund, see letter of Brundage. 
Director of the Bureau of the Budget, hearings, supra, note 104, at 405-406.” 


91250—57——_12 





172 GOVERNMENTAL INDEMNITY AND REACTOR SAFETY 


3. Indemnity ; 


The indemnity approach is embodied in the Anderson bill which was reported 
out by the Joint Committee in the last session of Congress.” There are three 
major features in the bill. There is first a requirement of financial responsibility 
as a condition of licensing certain activities. Secondly, above the level of finan- 
cial responsibility required, the Government would indemnify the licensee and 
all suppliers against any liability to the public for damage caused by radiation. 
The amount of the indemnity provided is $500 million for each “nuclear inci- 
dent.” *” Third, a limit is placed on the liability of all persons for any single 
accident, the limit being the amount of the indemnity plus the amount of financial 
responsibility required. Because, in general, the recommendations of this report 
are in substantial agreement with the approach followed in the Anderson bill, 
we shall discuss its provisions concurrently with our recommendations, noting 
the points on which there is disagreement. 

Any proposal for a Government indemnity of licensees encounters a first bar- 
rier in section 58e (8) of the Atomic Energy Act of 1954, which provides that 
licenses for the possession of special nuclear material “shall contain and be 
subject to the following conditions * * * (8) the licensee will hold the United 
States and the Commission harmless from any damages resulting from the use 
or possession of special nuclear materials by the licensee.” The precise mean- 
ing of this provision is not clear, and its legislative history gives little additional 
light.’ Literally read, the provision seems to require the licensee to indemnify 
the Government against any tort liability to third parties which the Government 
might incur, as well as against any loss suffered by the Government because of 
damage to Government property. Some have suggested that the provision should 
be narrowly construed to cover only damages assessed against the Government 
because of its retention of ownership of the special nuclear material.” However 
the section is read, it is clearly inconsistent with a Government undertaking to 
indemnify the licensee.™ 

The Anderson bill attempts to avoid the problem posed by section 53e (8) by 
making the section inapplicable to the extent that an indemnity is granted to a 
licensee.” Although the provision removes the bar to Government indemnifica- 
tion of licensees, it leaves the meaning of section 58e (8) in doubt. As long as 
the provision is being amended, a clarification of its meaning would seem 
desirable. 

(a) The requirement of financial responsibility A major problem in a Gov- 
ernment indemnity program that does not cover liability from the ground up, is 
to assure protection of the public below the point at which the indemnity begins. 
The best way of providing such protection is to require as a condition of the 
license that a licensee furnish the Commission with proof of his ability to re- 
spond in damages for liability to the public up to the point at which the Gov- 
ernment indemnity takes effect. 

The Anderson bill contains such a requirement.” The imposition of a re- 
quirement of proof of financial responsibility raises, among others, the following 
questions: Should the requirement apply to all licenses granted by the Commis- 
sion? What proof should satisfy the requirement? Should it be required only 


239 Report, supra, note 288. The report was agreed to by all members of the committee 
but one, Representative Holifield dissenting on the ground that in the present state of 
reactor knowledge and experience, reactors should be built at isolated Government-owned 
sites.” 

‘2 The provisions of the Anderson bill are set forth in an appendix to the report, infra, 
pp. 63-65. For a definition of ‘nuclear incident,’ see sec. 11 (0).” 

“21 68 Stat. 931 (1954), 42 U. S. C. A., sec. 2073 (e) (8).” 

“22 The “hold harmless’ clause was inserted in the committee print of May 21, 1954, 
joint committee print, draft in bill form incorporating changes proposed to be made in 
H. R. 8862 and companion bill S. 3823, 83d Cong., 2d sess. (May 21, 1954). The draft 
language was changed as follows: “applicant” became “licensee,” and “or possess” and 
“by licensee’ were added. The only special reference to the provision in the legislative 
history is in the comments by General Electric Co. accompanying the letter of McCune, 
hearings before the Joint Committee on Atomic Energy on S. 3323 and H. R. 8862 (to 
amend the Atomic Energy Act of 1946), 838d Cong., 2d sess. (1954), p. 349, where it was 
stated: “such sweeping language might even include damage resulting from the negligence 
of the Commission or its employees.” Marks and Trowbridge, supra, note 5, at 103, 
conclude that “it places on the licensee and perhaps his private suppliers all physical 
risks associated with the operation of reactors.” 

See comments accompanying letter of McCune, supra, note 292.” 

‘2% American Bar Association report, supra, note 146; Marks and Trowbridge, supra, 
note 5, at 58, state that even without sec. 53e (8), ‘* * * it is doubtful whether the 
Commission could assume on behalf of a licensee the financial risk of an atomic-accident.’ "’ 

2 See infra, app., p. 63: report, supra, note 288, at 7.” 

296 Secs, 170a and b, infra, App., p. 64.” 
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that such financial protection be available as is necessary to cover the liability 
of the operator or should the possible liability of others be covered as well? 
What amount of financial responsibility should be required? 

The Anderson bill requires proof of financial responsibility in the case of all 
licensees for production or utilization facilities and gives the Commission power 
to require such proof in the case of licenses granted for the possession of special 
nuclear, source, and byproduct materials.” Although it is not possible at this 
time to specify all of the types of activities with respect to which proof of 
financial responsibility should be required, any list certainly should include 
all activitiess involving substantial amounts of radioactivity.” 

With respect to the nature of the proof of financial responsibility, it does 
not seem necessary that operators should be required to purchase insurance if 
they can satisfy the Commission that funds will be available to pay damages. 
The Anderson bill provides that the requirement may be satisfied by “‘private in- 
surance, private contractual indemnities, self-insurance, other proof of financial 
responsibility, or a combination of such measures.” *” This provision would 
appear to give the Commission sufficient discretion. As a practical matter, 
most licensees will probably take out insurance.” 

If the public is to be fully protected, it is important that the proceeds of 
insurance (or other device by which the requirement of financial responsibility is 
satisfied) be available not only to cover the liability of the operator but also the 
liability of any other person, including a supplier or a third party, who might be 
held liable. On its face, the Anderson bill seems to provide that the financial 
protection required of the operator must cover the liability of any person for a 
“nuclear incident” at the atomic installation.“ However, since it appears that 
the insurance to be offered by the syndicates will cover only the liability of the 
operator and suppliers, a broader requirement may be difficult to meet. In prac- 
tice, financial protection which is available to satisfy claims against the operator 
and any of the suppliers may suffice.” 

To require proof of financial responsibility will not, of course, solve all problems 
of the public, even up to the limit of the requirement. A prerequisite to recovery 
will be proof of legal liability. Such a requirement will, however, make certain 
that if legal liability is established, assets will be available to satisfy any judg- 
ment which is obtained.™ 

The most difficult question is the amount of financial responsibility to be re- 
quired of each licensee. Clearly, it should not exceed the amount of liability 
insurance available from private insurers and the Anderson bill so provides. 


“297 See, 170a, infra, App., p. 64. Construction permits under sec. 185 of the Atomic 
Energy Act of 1954 are within the mandatory provisions of the bill. A problem is posed by 
the transportation of radioactive materials, because the transportation companies are not 
required to obtain a license for shipping special nuclear or byproduct mterials. See supra 
note 49. The best solution to this problem appears to be for the operator of the installa- 
tion shipping or receiving the material to provide financial responsibility for such activity.” 

“298 An example of a type of activity for which proof of financial responsibility is not 
required by the statute, but probably should be required by the Commission, is fuel fabrica- 
tion, at least where uranium-233 and plutonium-239 or any irradiated fuel is used. See 
supra, p. 12, and see Report, supra, note 288, at 10.” 

‘20° Sec. 170a, infra, App., p. 64. See also Report, supra, note 288, at 10. Although most 
persons who buy insurance will presumably purchase insurance from the syndicates formed 
for that purpose, satisfactory private insurance from other sources, if any should be avail- 
able, should also be accepted.” 

309 Compare the experience in workmen’s compensation, where although proof of financial 
responsibility may usually be proved by methods other than insurance, practically all em- 
plovers are insured. Mowbray and Blanchard, supra, note 124, at 157.” 

“91 The bill defines the requirement of financial responsibility in terms of ‘public liability’ 
(sec. 170a) which is defined (sec. 11 (u)) as “any legal liability arising out of or resulting 
from a nuclear incident.”” However, sec. 170b provides that one of the factors to be 
considered in fixing the amount of financial responsibility shall be the “‘terms of private 
insurance.”’ That provision would seem to indicate that the requirement of financial re- 
sponsibility would not be broader than could be satisfied by the purchase of private 
insurance.” 

“#2 Tf strict liability is imposed on the operator for all damage caused by the operation of 
the installation, the requirement of financial responsibility would afford complete protec- 
tion up to the limit of the requirement. It should be noted that it is possible to construe 
the Anderson bill to provide protection for the public even where a third person is held 
liable but not the operator nor any suppliers. The bill provides that the Government 
indemnity shall take effect above the level of financial responsibility required and shall 
cover the legal liability of any person who may be held liable. ‘These provisions can be 
read to mean that as to legal liability not covered by the requirement of financial responsi- 
bility, the indemnity shall begin at the ground.”’ eB 

903 Cf, Lambert, NACCA—Rumor and Reflection, Harvard Law Record, December 6, 1956, 
p. 2, 3. “The intractable personal injury problem today, more acute even than delay in 
trial or settlement, is the age-old quest for a financially responsible defendant.” . 

“304 Sec, 170b, infra, app., p. 64. It would seem that under this section, for purposes of 
determining ‘the amount of liability insurance available from private sources,’ the amount 
of insurance offered by the syndicates should be considered the maximum available.” 
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It is not so clear whether in all or in some cases, the requirement should be less 
than the amount of available insurance. If the public is to be fully protected, 
the upper limit of the requirement of financial responsibility and the point at 
which the Government indemnity takes effect should coincide. Thus it is appro- 
priate to discuss both questions together. 

(b) The extent of the indemnity.— (i) The point at which the indemnity should 
begin: The consensus of opinion that a Government indemnity program should 
not conflict with the activities of private insurers was stated earlier. Whether 
or not that ideal will be attainable cannot be determined until more is known 
about the rates for private insurance, and particularly the graduation of rates 
for higher limits. The problem is especially troublesome since in order to protect 
the public, the operator will be required to furnish proof of financial responsibility 
up to the point of the indemnity, and in many cases he will be able to satisfy that 
requirement only by the purchase of insurance. 

The problem is especially severe in the case of small reactors and other installa- 
tions. Although rates will, to some extent, reflect relative hazards, the price to 
a small reactor, or other facility, of the upper limits of coverage is not expected 
to be substantially lower than the cost to a large power reactor. If the full 
amount of available insurance were required of the operators of such installa- 
tions, the cost might make economic operation impossible.” 

The Anderson bill provides that the Commission shall take into account such 
factors as “(1) the cost and terms of private insurance,” (2) the type, size, and 
location of the licensed activity and other factors pertaining to hazard, and (3) 
the nature and purpose of the licensed activity.” It seems to us that there is 
no present alternative to giving the Commission broad flexibility in fixing the level 
of financial responsibility, and the Anderson bill provides the necessary flexibility. 
While its job will not be easy, the Commission should be able to establish broad 
eategories of installations for which the Government indemnity might start at 
varying points. Within these categories, except perhaps for research reactors 
operated by universities or other nonprofit installations to which special consid- 
eration might be given,™ no distinction should be made between different opera- 
tors on the basis of ability to pay. If the Commission desires to treat operators 
differently on the basis of ability to pay, it has ample authority to do so directly 
in a research and development contract.” 

(ii) What should be the extent of the indemnity? The Anderson bill provides 
for an indemnity of $500 million above the amount of financial responsibility 
required of the operator. The bill couples the limit on the indemnity with a 
limitation on the total liability of all persons for a single accident to the amount 
of the indemnity, plus the amount of financial responsibility required.*” 

As a practical matter, the indemnity afforded by the Anderson bill may cover 
all damage even in the event of a catastrophic accident. Furthermore, there 
is an implied promise in the bill that Congress will reexamine the amount of the 
indemnity should the damage from an accident exceed the amount of the in- 
demnity plus the level of financial responsibility required.” 

While $500 million may cover all contingencies, and while we recognize the 
reluctance of Congress to assume an unlimited commitment for any accident, to 


“95 Even in the case of large power reactors the cost of providing financial protection 
could be an important factor in the cost of power. The impact of such costs on the 
achievement of competitive atomic power cannot be determined until more is known about 
other costs of nuclear power generation.” 

‘206 Tt should be pointed out that the purpose of this provision does not appear to have 
been to authorize the Commission to duplicate the examination by State regulatory agen- 
cies of the rates and terms of insurance. The inclusion of cost as a factor to be taken into 
account by the Commission was explained in the report (p. 11) as follows: 

“One point of caution ghould bementioned. The reference to the cost of insurance in 
this subsection is not intended to encourage the Commission to undercut the amounts of 
private insurance provided at reasonable rates. Since the program is so new, and no rates 
are yet established, the Commission must be in a position to set the amount of financial 
protection required at an amount lower than amount of private insurance offered if the 
rates appear high and all other factors indicate a lower mount is appropriate. Instead, it 
is merely to give the Commission a chance to look at the economics of the operation of the 
particular kind of reactor in deciding the amount of financial protection which may be 
required.” 

“307 Sec. 170b, infra, App., p. 64.” 

“808 Power to give special consideration to such institutions is contained in the Anderson 
bill. see sec. 170b (3), infra. App.. p. 64. See Report, supra. note 288, at 11.” 

“808 In other areas ‘the AEC has taken the forthright position that financial assistance 
to private power reactors should be in a form which can clearly be identified and measured.” 
Marks and Trowbridge, supra, note 5, at 45." 

“310 Secs. 170c and e, infra, App., pp. 64—65.” 
“811 See sec, 170e, infra, App., pp. 64—65, and Report, supra, note 288, at 11.” 








GOVERNMENTAL INDEMNITY AND REACTOR SAFETY 175 


limit the indemnity is to some extent inconsistent with the objective of protect- 
ing the public, since damages may exceed any limit set. Moreover, the limitation 
on liability raises the prospect of a number of difficult administrative problems 
in the event of a serious accident.*” The limitation on the amount of the indem- 
nity is not required by public policy: *” the Government has already given 
unlimited indemnities to contractors in the atomoc-energy program and else- 
where, and the Government has a continuing unlimited commitment to respond 
in damages for liability incurred under the Federal Tort Claims Act. In the 
circumstances, since the amount of damage cannot be predicted, it would seem 
better to give an unlimited indemnity than to try in advance to pick a figure 
based on little more than the hope that it will prove to be larger than the 
amount of damage from any single accident. 

(iii) The charge for the indemnity: Industry spokesmen have indicated that 
they would not object to a charge for a Government indemnity provided that it 
would not impose too great an economic burden. In the Anderson bill a fee was 
set at $30 per year per megawatt of thermal energy capacity for commercial 
licensees, under section 103 of the act.“* For licenses under section 104, the 
fee may be reduced. For other licenses, the Commission is directed to make 
“such nominal charges as it deems appropriate.” The making of a moderate 
charge seems unobjectionable as long as it is recognized that any charge must 
be arbitrary, and as long as it is not considered an insurance premium or put 
into a special fund.”® The moneys collected can be used to defray the cost of 
administration of the program. It should be stressed, however, that a charge, 
if one is made, should not be regarded as consideration for the protection afforded 
by the indemnity. Since it is hoped that the indemnity will never be called 
into play, the program may cost the Government nothing more than the cost 
of administration,”’ which promises to be nominal. Moreover, while private 
industry receives protection against the possibility of ruinous liability, the 
Government receives the needed participation by industry in the atomic energy 
program. Most important, the Government Will at the same time be establish- 
ing a system which will protect the public. 


2See p. 56, infra. Because we believe that the limit on the amount of the indemnity 
and, consequently, the limitation on liability are unnecessary, we have not examined the 
question of the constitutionality of a limitation on liability. So far as the power of the 
National Government, vis-a-vis the States, is concerned, it seems to us that the question is 
similar eto the question of the constitutionality of the Atomic Energy Act of 1954. With 
respect to a due process objection to a limitation on liability, a provision like the Anderson 
bill which couples the limitation with a substantial indemnity would seem to be on sounder 
ground than a naked limitation on liability. For an opinior as to the constitutionality of 
the provision in the Anderson, see memorandum submitted by Pennsylvania Power & Light 
Co., hearings, supra, note 104, at 386-390.” 

“319 In contrast the possible impact of war damage could be so great that full reparation 
by the Government would not be justified. See statement of Elmer B. Staats, Assistant 
Director of the Bureau of the Budget, hearings before a subcommittee of the Committee 
yn Banking and Currency, U. S. Senate, on S, 114, S. 439, S. 1309, and S. 1848 (War 
Damage Corporation Act of 1951), 82d Cong., Ist sess. (1951), pp. 225-247. In World 
War II, the War Damage Corporation issued policies having, at any one time, a maximum 
aggregate contingent liability of $140 billion. However, Congress only authorized the 
Reconstruction Finance Corporation to supply the War Damage Corporation $1 billion to 
carry out its program and thus limited the Government commitment to that amount. 28 
Eneyelopedia Americana 677 et seq. (1950). See also Hirshleifer, Compensation of War 
Damage: An Economic View, 55 Col. L. Rev. 180, 190-191 (1955).” 

‘4 Sec. 170f, infra, appendix, p. 65.” 

It should be noted that at present all licenses granted and applied for have been under 
sec. 104 of the Atomic Energy Act of 1954 (483 U. 8S. C. A, 2134). Under the regulations 
promulgated by the Atomic Energy Commission, 21 Fed. Reg. 9354 (1956), these who hold 
licenses obtained under sec. 104 will not be required to obtain a see. 103 license after a 
Commission finding that a facility of the type covered by the license has been demonstrated 
to be of practical value. The existing license or permit will continue to be valid, and need 
not be converted before its expiration date.” 

®On the other hand, the concept of a Government indemnity program without any 

irge is not unknown. For example, we now have a Servicemen’s Indemnity Act which 
replaced in-service insurance for the Armed Forces (65 Stat. 33, as amended, 68 Stat. 780 
1954), 38 U. S. C. A. 851). During World War Il, war-caused injuries to civilian em- 
ployees of Government contractors were handled by an indemnity program (56 Stat. 1028 
1942), as amended, 42._U. S. C. A. 1701). In connection with the proposed war damage 
insurance program of 1951, the Bureau of the Budget opposed an insurance program and 
dvocated an indemnity program (hearings before a subcommittee of the Senate Committee 
on Banking and Currency on §. 114, S. 489, S. 1309, and S. 1848 (War Damage Corporation 
Act of 1951), 82d Cong., Ist sess. (1951), p. 173). Neither program was adopted.” 

““7 The difficulty in fixing a proper rate in the absence of loss experience is exemplified 
by the experience of the War Damage Corporation. The premium for war-damage insurance 
was based at best on a guess, with the ‘hope’ that the premiums would cover lessees. In 
bout 2 years nearly $250 million in premiums had been collected. Total losses amounted 

only $1,274,000. Yet a single successful enemy bombing attack upon a metropolitan 
center could have made premiums insufficient to pay losses (id., at 126).” 
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(c) Indemnities under the contract program.—If industry and the public are 
to be adequately protected, an indemnity program should cover contract activities 
as well as those under the license program. Because of the Commission’s prac- 
tice of including indemnity agreements in many prime contracts, some of the 
needed protection is already provided. However, as noted above, a number of: 
problems remain unsolved. Subcontractors have not been given indemnity pro- 
tection; most indemnity agreements contain a variety of exclusions; and nearly 
all, if not all, indemnities are explicitly or impliedly “subject to available funds.” 
These restrictions on the scope of the indemnity are significant not only to the 
contractors but to the public as well, since, to the extent liabiliy is not covered 
by an indemnity, protection is not provided to the public.™ 

In the Anderson bill, the Commission was given authority to treat contractors 
jn a manner similar to licensees, and the protection of an indemnity granted 
under the act extends to subcontractors as well as prime contractors. The 
authority is limited to the Commission’s own contracts and to “contracts and 
projects which the Commission may enter into jointly with other agencies of 
the Government.” *” 

For these activities, at least, the Anderson bill provides adequate statutory 
power to grant indemnities. If the Commission exercises the authority granted, 
the problem of subcontractors will be solved. They would then be in the same 
position as suppliers under the license program. In addition, indemnities 
granted under the statute would not be subject to the various exclusions now 
written into Commission indemnities.*” Despite these improvements, however, 
the bill does not go far enough. 

The aim of the bill should be to provide as much protection to the public 
with respect to contract activities as it will have in the case of licensed activi- 
ties. Consequently the provision dealing with contractors should be mandatory, 
at least to the same extent as in the license program. As long as it is optional, 
the protection of the public will be dependent on bargaining between the con- 
tractor and the Government agency. Furthermore, indemnities should be 
granted, as in the license program, in the case of all activities involving sub- 
stantial amounts of radioactivity.“ Finally, provision should be made for the 
contracts of all Government agencies with respect to atomic activities.” 

The protection of the public does not require, however, that in all contracts 
the Commission or other agency should indemnify against liability from the 
ground up. Ordinarily, in cost-plus-fixed-fee contracts, the Commission will 
indemnify from the ground up since it will not want to pay the cost of private 
insurance. For other kinds of contracts there should be room to bargain over 
the question of who will provide the protection. The mechanics by which this 
is accomplished do not seem important. It is important that, whatever method 
is adopted, the public be protected. 

(d) Administrative problems.—One advantage of the program proposed above 
is that it would normally require little administration. Once the amount of 
financial responsibility required is fixed and the indemnity agreement executed, 


“318 Tf the indemnity was a matter of concern only to the Government and the contractor, 
an exclusion such as that for damages caused by ‘gross negligence, willful misconduct, or 
bad faith’ of key employees would be undertandable as an attempt to assure safe per- 
formance. However, the effect of such an exclusion may be to make the protection of the 
public depend on the contractor’s conduct. In the circumstances, it seems advisable to 
leave out such provisions. Safe operation can be assured through regulation by the Com- 
mission and the operator can be penalized for improper conduct by means other than denial 
of protection against liability. See Report. supra, note 288, at 8.” 

“319 Report, supra, note 288, at 12. Under the bill all contracts would be covered except 
those entered into by the Department of Defense alone. It is contemplated that contracts 
with other Government agencies would be covered under sec. 170 (c) by virtue of the 
requirements of a license imposed on such agencies (ibid.). Contracts of the Commission 
or contracts financed in whole or in part by the Commission would be covered under 
subsec. (d).” 

“320 As in the case of licensed activities, the indemnity would cover the legal liability of 
all persons on account of each ‘nuclear incident.’ ” 

“821 In the bill, the Commission’s authority is restricted to ‘contracts for the construction 
or operation of production or utilization facilities or research and development plants for 
the benefit of the United States.’ Logically the Commission should indemnify contractors 
engaged in any activity for which proof of financial responsibility is required under the 
license program.” 

“822 As noted above (note 319), all contracts except those entered into by the Department 
of Defense alone are covered under the Anderson bill. We understand that the Defense 
Department now has under consideration a bill to provide a statutory basis for granting 
indemnities to its contractors, and it may be that no additional provision in the Anderson 
bill will be required. It is important, however, that all contractors carrying on atomic 
activities should be treated uniformly.” 
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the Commission will probably have few duties to perform. No insurance policies 
need be written by the Commission, and there is no fund to administer. If a 
fee is charged, the money received will be paid into the Treasury. The chief 
duty of the Commission would be to require reports at appropriate intervals or 
otherwise determine whether the licensee is still able to satisfy the financial 
responsibility requirements.™ 

The problems of administration, in the event that a substantial accident 
actually occurs, promise to be more troublesome. For example, there must be 
an initial determination as to when the Federal Government will become in- 
volved. In the case of a borderline accident it may be difficult to determine 
whether the indemnity will ultimately be called into play. If it seems likely 
that the indemnity will be called into play, the Government should have some 
rights in the settlement and litigation of claims up to the point at which its 
interests will be directly involved. A second major problem will be that of 
coordinating the activities of the Government with those of insurers and persons 
who may be liable. Claimants should be treated uniformly whoever may ulti- 
mately pay their claims. A third problem will be that of achieving rapid settle- 
ment of claims. Although the Government will have no obligation except where 
the persons indemnified are legally liable, the Commission should be authorized, 
on behalf of the Government, to settle claims prior to an adjudication of legal 
liability.” 

The Anderson bill has a number of provisions designed to take care of these 
problems. Section 170 (h) gives the Commission power, upon a determination 
that the United States will probably be required to make indemnity payments, 
to collaborate with any person indemnified, to approve the payments of any 
claims, to take charge of any litigation, and to settle or defend any action. The 
section further provides that the Commission shall have “final authority on 
behalf of the United States to settle or approve the settlement of any claim 
on a fair and reasonable basis with due regard for the purposes of this act.” 
This provision gives the Commission the necessary power to protect the Gov- 
ernment’s interests in cases in which it may be called upon to make indemnity 
payments. It also gives the Commission power to pay any claim prior to an 
adjudication of the legal liability of a person indemnified. 

Section 170 (g) of the bill provides that “the Commission shall use to the maxi- 
mum extent practicable the facilities and services of private insurance com- 
panies and insurance adjustment organizations. * * *’** This provision ap- 
pears to provide adequate authority for the Commission to establish a coordi- 
nated method of handling claims so that uniform treatment can be achieved. 
There are a number of questions which can be solved only by cooperation among 
the parties involved and some consideration might be given to the establishment, 
on a standby basis, of an integrated claims adjustment system, using the facili- 
ties of private insurers as a nucleus.™ 


“823 An earlier version of the bill provided that ‘all sums collected by the Commission 


* * 


* shall be made a part of and be merged with appropriations to be used by the Com- 
mission for research and development’ (S. 3929, 84th Cong., 2d sess. (1956) ).” 

“a2 The maintenance of the ability to satisfy the requirement of financial responsibility 
would be a condition of the license (report, supra, note 288, at 10). Since, in the event 
of an aecident. the amount of insurance coverage provided by a syndicate policy would be 
reduced by the amount of any payments made (see, supra, p. 35), the Commission might 
have to require additional proof of financial responsibility. This question may be academic 
since it is not clear whether the Commission would permit continued operation in the 
event of a serious accident.” 

“8 This is substantially the same problem as the problem of insurers writing excess 
coverage. ‘The excess policy usually provides that the insurer shall have rights ‘in the 
defense and control of any claim, suit, or proceeding which involves or appears likely to 
involve.’ the excess insurer.” 

“820 1f prompt settlement is to be effected, the Government should have power to settle 
claims without waiting for an adjudication of liability in the case of any accident suffi- 
ciently serious that it appears likely that the indemnity will be called upon. The grant of 
this power does raise a question as to the rights of the insurer or the operator in the event 
that it is subsequently found that they would not have been liable for the damage caused. 
The best procedure would seem to be to get approval of all interested parties before pay- 
ment: where this is not possible, the Government might make payments and settle the 
question of liability at a later date.” 

227 Sec, 170 (b), infra, appendix, p. 65.”’ 

328 Infra, appendix, p. 65.” 

‘829 See. 170 (g) of the Anderson bill would permit the Commission to pay for the services 
of private insurers. Consideration might be given to the development of special methods 
of adjusting losses to insure speedy relief. For example, an examination might be made of 
the feasibility of a system whereby partial payments could be made in cases where liability 
was clear but the amount of damage was in dispute. Admittedly such a procedure would 
be a radical departure from the usual method of claims adjustment, and might lead to 
protracted litigation. On the other hand, it might be justified in the case of a disaster, 
where a prime objective would be to get a community back on its feet.”’ 
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As suggested earlier, the limitation on liability contained in the Anderson bill 
creates a number of special difficulties of administration. Unless recovery is to 
depend on the speed with which a judgment can be secured, some provision must 
be made for prorating available funds. Until claims are reduced to judgment, 
no one can know whether the limit on liability will be reached and, in the case of 
a serious accident, no settlement could be reached or judgment paid free from 
the possibility that the rights of subsequent claimants might be prejudiced. 
The likelihood that many personal injuries might not become apparent for a long 
time may make early determination of the total amount of claims particularly 
difficult. 

We have indicated above that the amount of the indemnity should not be hm- 
ited and consequently that a limitation on liability is unnecessary. If a limita- 
tion such as that incorporated in the Anderson bill is adopted, some provision 
must be made to handle the problems created in the event of a serious accident. 
The Anderson bill provides that the district court having venue in bankruptcy 
matters over the location of the accident shall have power, upon application, to 
issue “such orders as may be appropriate * * * including an order limiting the 
liability of the persons indemnified, orders staying the payment of claims and 
the execution of court judgments, orders apportioning the payments to be made 
to claimants, orders permitting partial payments to be made before final de- 
termination of the total claims, and an order setting aside a part of the funds 
available for possible latent injuries not discovered until a latter time.” *“’ Even 
with such wide power, it seems doubtful that any court can devise an orderly, 
speedy system for paying claimants.™ 

(e) Summary of the indemnity program.—An indemnity program incorporating 
the provisions suggested above would, together with private insurance, make 
possible the solution of the public liability problem of atomic industry. It 
would have no effect on workmen’s compensation liability or the ability of 
atomic industry to meet the risk of damage to reactors or other atomic installa- 
tions. We have made no recommendations for a Government program to deal 
with these latter problems, since it presently appears that, except to the extent 
that business interruption coverage is not offered, industry’s problems will be 
solved within the framework of private insurance. If that expectation is not 
realized, the Government may need to take some action. It should be pointed 
out, however, that, with respect to damage to installations, the interests involved 
are quite different from those involved in the solution of the liability problem. 
Government action would have to be premised on the desire for sufficient indus- 
trial participation in the atomic energy program. Considerations of protecting 
the public would not be involved.™ 

With respect to the public, the indemnity program, plus the requirement of 
financial responsibility, should afford protection to the extent that there will be 
a financially responsible defendant to pay claims. Such a program will not, how- 
ever, directly affect the public’s ability to establish legal liability. While the 
assurance that the burden of paying claims will not fall wholy on private industry 
may have an effect on the willingness of courts to assess liability, many other 


3399 Sec. 170e, infra, appendix, pp. 64—65.” 

“331 As with claims adjustment, the centralization of litigation in a single tribunal would 
have great merit, even if a limitation on liability is not adopted. If the occasion should 
reine a is hoped that a procedure would be worked out whereby centralization could be 
achieved, 

“332 However, the possibile liability of suppliers to the operator for damage to the installa- 
tion is excluded from the coverage of the Anderson bill by sec. 11 (u), which excepts from 
the definition of public liability “claims for damage to property of persons indemnified 
which is located at the site of and used in connection with the activity where the nuclear 
incident occurs.” Although no liability insurance is expected to be available to cover this 
liability, it nevertheless seems that this problem can be worked out by agreement between 
the operator, suppliers, and insurers, see p. 36, supra.” 

“333 The workmen’s compensation liability of the operator to employees ‘employed in 
connection with the activity where the nuclear incident occurs’ is excluded from the 
coverage of the indemnity afforded by the Anderson bill (sec. 11 (u)). The basis for this 
exclusion is the expectation that such liability can be handled within the framework of 
workmen's compensation generally. However, the indemnity does cover subrogated claims 
of compensation insurers of other employers and even the subrogated claims of insurers 
for payments to employees of the operator not “employed in connection with the activity 
where the nuclear incident occurs.” See report, supra, note 288, at 8. The Anderson 
bill would not seem to cover the case of a compensation insurer who has no subrogated 
right, see note 137, supra.” 

“334 Tf, however, workmen’s compensation problems do not turn out to be solvable without 
aid from the National Government, considerations similar to those underlying the establish- 
ment of an indemnity program would be involved.” 
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problems of the tort system will remain.” As we have indicated elsewhere, 
recovery is uncertain; litigation is expensive; and payment is frequently not 
made until long after the injury is incurred.“ We turn, therefore, to a con- 
sideration of additional or alternative devices by which the public can be 
protected. 

B. POSSIBLE ADDITIONAL OR ALTERNATIVE PROGRAMS 


1. A program to offer direct insurance to the public 


In the section devoted to outlining the problems of the public, reference was 
made to a wide variety of policies now offered by private insurers covering 
damage from conventional hazards. As was noted above, because of the ca- 
tastrophe potential involved in large-scale atomic activities, there is at present 
grave doubt that private insurance coverage against radiation damage to prop- 
erty will be available to the public. The question may then be asked whether, in 
addition to an indemnity program,™ the Government should offer direct cover- 
age to the public or should take some action to strengthen the ability of private 
insurers to offer such coverage. Since there is at present no substantial demand 
for such coverage, any Government program of this sort would seem premature, 
at least until private insurers have had a better opportunity to consider to what 
extent it will be feasible for them to offer such coverage.” In any event, the 
program of private liability insurance and Government indemnity recommended 
above would provide substantial protection to the public against radiation dam- 
age to property. Unless it should turn out that that program does not provide 
reasonably certain and quick compensation for radiation damage to property, 
an elaborate program to offer direct property coverage to the public would seem 
unnecessary.*” 


2. Compensation plans 


It has already been noted that radiation injuries pose a number of special diffi- 
culties for the tort system, such as the delayed manifestation of many injuries and 
the difficulty in certain cases of determining the source of the injurious exposure. 
Because of these problems, and also perhaps, because of dissatisfaction with the 
tort system generally, it has been suggested that a compensation plan ““—based on 
an analogy to workmen’s compensation—be enacted to cover radiation injuries to 
the public. In this report the merits and demerits of the arguments in favor of or 
against such plans cannot be discussed. The most that can be done is to examine 
the present feasibility of a plan to cover radiation injuries and point out some 
of the problems which must be faced by any compensation scheme. 

Proposals for compulsory insurance plans to cover personal injuries are not 
unique to atomic energy. For years, there has been controversy in this country 
and elsewhere over the need to supplement or supplant tort liability by a system 


“835 Tt can be hoped that as courts and legislatures become more familiar with the special 
problems of radiation injuries, steps can be taken to cope with some of the problems. One 
step that would seem particularly appropriate is the adoption of a uniform State law 
governing liability for radiation injuries. Enactment of a uniform statute by the States 
would seem preferable to the suggestion which has been made for a national tort law in 
this area. Tort law has traditionally been the province of the States and until a more 
urgent need is shown the best approach would appear to be to leave tort law for radiavion 
injuries to the States. Consequently, as in other areas, we have not considered the ques- 
tion of the constitutionality of such a statute.” 

‘336 For an even more pessimistic view of the law of torts, see Mowbray and Blanchard, 
supra, note 124, at 149, where the authors state: ‘At present the economic consequences 
of accidents are distributed, in theory, on the basis of fault; in fact, on the basis of chance, 
trading, and the relative resources of claimants, claimees, and insurers.’ ” 

337 A program offering direct coverage to the public would have no effect on the liability 
problem since the public and their property insurers would have a subrogated right against 
atomic industry.” 

333 Even if private insurers decide that for the present such coverage cannot be offered, it 
may be that greater familiarity with atomic activities will demonstrate the feasibility of 
private coverage.” 

338 A voluntary program to offer coverage against personal injuries has not been con- 
sidered since there is as yet no indication that such protection will not be available from 
private insurers to the same extent as against other hazards. Recently there have been 
proposals for a Government program to strengthen the protection against loss for personal 
injury afforded generally by private insurance. See message from the President of the 
United States, January 26, 1956, H. Doc. No. 230, 84th Cong., 2d sess. (1956).” 

“840 See Workshops on Legal Problems of Atomic Energy, supra, note 180, at 36, 42—43: 
Whaley-Eaton Service, The Atomic Radiation Hazard, vols. V, VI (1956). We use the 
term ‘“‘compensation plan” because in the discussion of the problem in the atomic field that 
term has been used. If one accepts the argument (cf. 1 Larson, supra, note 137, at 13—22) 
that the term compensation should be restricted to a privately insured plan, the proposals 
in the atomic field might better be described as ‘social insurance.’ ”’ 
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of social insurance or compensation." The most familiar example of such a sys- 
tem is workmen’s compensation, which has largely supplanted employers’ lia- 
bility. Analogous plans have been proposed to replace tort liability for automo- 
bile accidents,” and suggestions have also been made for a system to cover all 
accidental injuries.“ With respect to these proposals and suggestions, there has 
been substantial disagreement over a number of questions. For example, should 
compensation benefits supplement or be in lieu of tort recovery? What is the 
proper method of financing such plans? What type of benefits should be awarded, 
and how extensive should they be? 

As a prelude to our discussion, there are set forth here the main elements of a 
compensation plan for radiation injuries: (1) It would cover all radiation in- 
juries regardless of the source of radiation and the time and place at which the 
injury is sustained; (2) it would be financed either by insurance taken out 
by users of atomic energy, as in workmen’s compensation, or by a general tax; 
(3) it would provide defined benefits to persons suffering personal injuries; (4) 
it would be administered, not by a judge and jury, but by an administrative 
board. 

Because of the need for prompt action, the most important question, in the 
context of this report, is whether a plan covering radiation injuries is presently 
feasible. The answer to that question seems plain. There is simply not 
enough information available on which to base insurance charges, the amount 
of a general tax, or a proper system of benefits. Moreover, there does not 
seem to be any present justification for establishing an elaborate system to cover 
the general public. So far as is known, excluding bomb tests, there have been 
no cases of radiation injuries, other than to on-site personnel, which have re- 
sulted from the atomic energy program.*” In any event, debate over the need 
for a compensation plan should not be permitted to delay prompt action on 
other measures. Past history in the fields of workmen’s compensation ** and 
automobile accidents *“* demonstrates that the tort system dies hard. 

The fact that a compensation plan is not presently feasible does not mean, 
however, that careful consideration should not be given in the future to the 
possible establishment of such a system. If appreciable numbers of radiation 
injuries are not compensated under the tort system, another remedy may be 
essential. Assuming that the need for a compensation plan were to be demon- 
strated in the years to come, two major decisions to be made about such a plan 
would be: (1) To what extent should such a plan displace tort liability?; and 
(2) would a plan covering only‘radiation injuries be justifiable, or should radia- 
tion injuries be covered as part of a broader system? 

At the outset, it should be pointed out that in the atomic field a compensation 
plan must cover property damage if it is to do away with the necessity of an 
indemnity to private industry. The great variation in property values makes 
the establishment of a workable compensation scheme for property damage 


“41 See James. Social Insurance and Tort Liability: The Problem of Alternative 
Remedies, 27 N. Y. U. L. Rev. 537 (1952) ; Friedmann, Principles of ‘Tort Liability and the 
Growth of Insurance, Internationales Versicherungs Recht (1955), p. 25.” 

“42 The most comprehensive study of the ‘compensation’ idea for automobile accidents 
is contained in Columbia University Council for Research in the Social Sciences, Report 
by the Committee to Study Compensation for Automobile Accidents (1932) (hereinafter 
cited as Columbia Report). For later proposals and the subsequent history of the 
Columbia Report see Grad, Recent Developments in Automobile Accident Compensation, 
50 Col. L. Rev. 300 (1950). A somewhat different approach is embodied in Ehrenzweig, 
Full Aid Insurance for the Traffic Victim (1954).” 

“43 For a brief discussion of plans covering all accidental injuries in other countries, see 
Friedmann, supra, note 341. For a proposal for a ‘loss insurance’ plan for accidental 
injuries in this country, see Green, The Individual’s Protection Under Negligence Law: 
Risk Sharing, 47 Northwestern L. Rey. 751, 770 (1953).” 

‘44 It should be noted that 6 States have workmen’s compensation plans administered by 
courts, 2 Larson, supra, note 137, at 562-564. An additional feature of a compensation 
plan for radiation injuries is that tort defenses such as contributory negligence would not 
be available; the only defense would be that the injury was not caused by radiation.” 

“345 See supra, note 94.” 

“86 See Dodd, Administration of Workmen’s Compensation (1936), chs. I, IT.” 

‘47 Although the Columbia Report (supra, note 342) has been widely discussed and de- 
bated since it was published in 1932, the compensation idea has not been adopted in a single 
State. See Grad, supra, note 342, for a discussion of the recent history of the compensa- 
tion idea for automobile injuries as well as a discussion of the plan adopted in 
Saskatchewan.” 
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extremely difficult ;°“ to our knowledge no compensation plan *”® in the atomic 
energy field or elsewhere has attempted to cover property.*” 

Even for personal injuries, there may be considerable question whether a com- 
pensation plan should wholly displace tort liability. The tort system is inher- 
ently more flexible than a compensation plan and it is possible, assuming that 
liability can be established, for an injured person to recover much more in a tort 
suit than as compensation benefits. In England, where the question was given 
careful consideration, the possibility of abolishing the tort system was re- 
jected.’ The question as to whether the compensation and tort remedies should 
be alternative, supplementary, or exclusive, has been the subject of a great deal 
of discussion in other fields.** In the case of atomic energy, that decision can- 
not be made intelligently until there has been considerable more experience. 

The second major question concerns the justifiability of a compensation plan 
covering only radiation injuries.** To a substantial extent the answer to that 
question will turn on the ability to differentiate between injuries caused by radi- 
ation and similar injuries resulting from other hazards. It would hardly justify 
the establishment of a compensation system if a substantial number of claimants 
might be denied recovery because they could not trace their injuries to radiation. 
Even if the differentiation could be made, there would remain the question 
whether there will be enough radiation injuries to justify a compensation scheme. 


C. INTERNATIONAL ASPECTS 


This study has been primarily concerned with the domestic atom and has 
siven only incidental attention to the international aspects of the financial 
protection problem. Thus, the program proposed earlier is designed to give 
protection to the American public and atomic industry in connection with its 
domestic operations. But the program will have incidental international 
effects. To be adequate, the Government indemnity must cover industry’s 
liability to residents of other countries who suffer loss as a result of an acci- 
dent at an installation located in the United States. Similarly, protection of 
the American public requires that the indemnity given an operator cover the 
liability to the public of a foreign supplier.” 


“48 Even in the case of personal injuries, the problems of benefits become difficult outside 
the area of workmen’s compensation where the variation in the income level of persons 
covered is relatively small. It has been pointed out that the burden on persons of relatively 
high incomes, if the tort remedy was abandoned, would be extreme. Ministry of National 
Insurance, Final Report of the Committee on Alternative Remedies, CMD 6860, par. 20 
(1946) (hereinafter cited as ‘Alternate Remedies’ ).”’ 

“#9 In Green, supra, note 343, at 771, the author suggests a ‘compulsory comprehensive 
loss insurance * * * coupled with comprehensive accident insurance. * * * “The author 
recognizes the great difficulty which would be encountered in such a scheme. As long as 
liability for injury to property is to be retained, the problems faced by any scheme would 
be similar to those faced by insurers in the atomie energy field. As we understand 
Professor Green's proposal, however, it would do away with liability for property damage 
in cases where direct coverage was obtainable.” 

“0 Workmen’s compensation does not, of course, cover damage to property. In the 
Columbia Report, supra, note 342, the problem of property damage was not considered. 
The authors pointed out that the problems of property damage were substantially different 
and, in the automobile field, less important. Similarly, the proposal in Ehrenzweig, supra, 
note 342, is restricted to personal injuries. Although in other cases, damage to property 
has been a lesser concern, in the case of atomic energy, the major damage done by a 
catastrophic reactor accident might be to property. See p. 19, supra.” 

“1 See Alternative Remedies, supra, note 348, at 27. See James, supra, note 341, at 548. 
The inability to establish liability, or, if liability was established, to collect judgments, 
were major reasons for the adoption of workmen’s compensation and proposals in the auto- 
mobile field. Legal fees and other expenses of litigation may also reduce the disparity in 
net recovery.” 

“352 See Alternative Remedies, supra, note 348, at 20. Fora description of action in other 
countries with respect to the question of abolishing the tort remedy, see Friedmann, supra, 
note 341, at 38.” 

“33 See James, supra, note 341. As indicated above (note 351) in the case of workmen's 
compensation, the prime moving force for a compensation plan was that under existing law, 
workmen seldom recovered damages. In the case of the automobile, one of the main orig- 
inal arguments was that persons rarely recovered damages from uninsured drivers. Per- 
haps the greatest argument today for a compensation plan covering automobile accidents is 
the burden on courts of the great volume of automobile accident litigation.” 

“34 One substantial defect of present social insurance and private insurance schemes has 
been the emphasis on the hazards causing the loss rather than the fact of loss itself. 
Whether a continuation of the emphasis on selective coverage would best serve the needs of 
the public deserves careful examination.” 

“65 The Anderson bill would seem to cover both situations : with two exceptions not perti- 
nent here, the bill covers “any legal liability’ of ‘the person with whom an indemnity 
agreement is executed and any other person who may be liable’ (sec. 11 (u), infra, 
appendix, p. 63).”’ 
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The proposed indemnity program does not cover radiation injuries to the 
American public from installations located abroad or the liability of American 
firms for accidents in foreign countries. There does not appear to be any 
serious danger, at present, to the American public from foreign operations ; 
should the problem become serious, further action will probably be required. 
The problem of atomic industry is already a serious one.™ At the hearings 
on the Anderson bill, witnesses testified to the need for some program to cover 
American suppliers to foreign reactors, if the United States is to maintain a 
good competitive position in the foreign field. The Anderson bill, however, 
does not cover foreign operations and the decision to separate the foreign from 
the domestic issues seems wise. Whereas from a domestic viewpoint the 
justification for an indemnity program is based on a desire to help private 
industry participate in the development of atomic energy in the United States 
and to protect the American public against radiation injuries, the decision as 
to the establishment of a Government program for the foreign field may depend 
on quite different considerations. 

The needs of American industry operating abroad require special study in 
the light of such factors as the availability of private insurance, the local 
law in countries concerned, and the international agreements to which the 
United States is or may become a party. Again, a Government program to 
aid American industry should take into account, for example, general policies 
encouraging trade and investment abroad and the desire of the United States 
to help friendly countries in the development of their own atomic programs. 
But if special issues are raised by foreign operations, the considerations relating 
to the domestic problems which are discussed in this report should provide 
a significant background for a study of the foreign problem. 


V. CONCLUSION 


In accordance with its stated objectives, this report, after analyzing the finan- 
cial protection problem, has undertaken to formulate a solution based on present 
knowledge. Because atomic energy is in its infancy, it may be expected that 
further development both of the atom and of ideas and methods for dealing with 
it will cast new light on many matters discussed in this report. It should thus 
be recognized that any program such as the one here proposed may have to be 
modified in the future. Obviously, nothing short of many years of experience 
with atomic energy will demonstrate how well this program together with the 
various elements of our existing system of tort law, private insurance, and 
social insurance, including workmen’s compensation, can cope with the problem 
of financial protection against losses caused by radiation. 

The need for action now is clear,” and an insurance-plus-Government-indem- 
nity program of the kind sugg vested in this report would seem best to satisfy 
present needs. Such a program, making appropriate use of both private and 
public resources, would enable industry to participate in the development of 
atomic energy and at the same time give some assurance to the public that 
injuries suffered as a result of that development will be compensated. 


The CHatrrmMan. Our next witness is Mr. Hann, of the National 
Association of Manufacturers. Will you come around, Mr. Hann? 





“86 In the report on the Anderson bill the Joint Committee states: ‘If there is anything 
from the licensed activity, which causes injury abroad or if there is any activity abroad 
which causes further injury in the United States, the situation will require further investi- 
gation by the Congress at that time’ (report, supra, note 288, at 9).” 

“37 See discussion of the activities of industry in the international field, supra, pp. 9-10. 
Action has been taken by some companies to obtain indemnities from foreign governments 
or the foreign operators of the installations (testimony of Weaver, Hearing, supra, note 
104, at 108, 110-112). The United States now requires in each bilateral agreement that 
the foreign government hold the United States harmless. See 1 CCH Atomic Energy Re- 
port, par. 4502, p. 10091 (1956). 

“8 Coverage of foreign operations is presently under consideration by the syndicates. 
Insurance is expected to be offered by the syndicates ‘* * * but on the basis of under- 
writing considerations of each individual risk with due consideration to the inspection 
facilities and controls available’ (Heard, supra, note 216, at 98; see also Yount, supra, 
note 216, at 91).” 

“359 As to the need for early action, see letter of President Eisenhower, 102 Congressional] 
Record 13887 (July 28. 1956) ; address of Chairman Strauss, supra, note 25, at p. 13648: 
and report, supra, note 288.” 
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STATEMENT OF VICTOR A. HANN, ON BEHALF OF THE NATIONAL 
ASSOCIATION OF MANUFACTURERS 


Mr. Hann. Thank you, sir. 

The Cuarrman. You have a prepared statement I see, so you may 
proceed to read it. 

Mr. Hann. I might say that the statement was prepared relative 
to the bills, S. 715 and H. R. 1981, before we were aware of the 
Commission’s suggested redraft. I have gone over it briefly, but I do 
not think that the changes ieee by the AEC would affect 
our statement materially. However, if we have comments or sugges- 
tions after more careful examination we will submit a supplementary 
statement. 

The CuHarrman. You may submit to the committee any sugges- 
tions you have. 

(The material referred to appears at the end of Mr. Hann’s testi- 
mony :) 

Mr. Hann. My name is V. A. Hann. I am a member of the 
nuclear energy committee of the National Association of Manu- 
facturers and am testifying today on behalf of that association. The 
NAM is a voluntary organization of approximately 21,700 members, 
both large and small, representing a wide cross-section of American 
industry. 

The association is pleased to have the opportunity to appear before 
you in connection with the bills under consideration, S. 715 and 
H. R. 1981, introduced by Senator Anderson and Representative 
Price, respectively. The NAM did not testify at the hearings on 
vovernmental indemnity in the nuclear energy field which were held 
during the 84th Congress, because there was no stated association 
policy at that time to cover this area. However, the nuclear energy 
committee believed the problem to be of sufficient importance to war- 
rant action during the first year of existence of the committee. At 
its second meeting, in September 1956, the committee recommended 
a policy statement covering financial protection against nuclear haz- 
ards, and the board of directors approved this position later in the 
month. 

This policy position is relatively brief and I shall take the liberty 
of quoting it in full. 

Although the possibility of a catastrophic nuclear accident is small, the 
potential consequences are so serious they cannot be ignored. Unless industry 
can be assured of adequate financial protection against liability for damages 
resulting to persons and property in the event of such an accident, it may be 
impossible for private enterprise to proceed with a nuclear development pro- 
cram for peacetime purposes. 

Industry believes that the problem is urgent. The insurance industry has 
taken steps to provide insurance coverage many times greater than that nor- 
mally furnished. However, legislation is needed to protect against liability 
which cannot be covered by insurance. While primary responsibility for safe 
design, construction, location, and operation of nuclear facilities should be 
placed no differently than is the case for other facilities, it is recognized that 
until further experience is had, governmental acceptance of excess liability on 
ain indemnification basis appears to be a necessary interim step toward accom- 
lishment of national objectives. 

The Anderson-Price bills under consideration provide for govern- 
mental indemnification of licensees for public liability claims arising 
from nuclear incidents, as specifically defined in the legislation, in 
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excess of financial protection required from private insurance. The 
Atomic Energy Commission is given considerable latitude to determine 
the criteria as to the amount of private insurance coverage which will 
be required, basing such determination on— 

(1) cost and terms of private insurance, 

(2) type, size, and location of the licensed activity and other 

factors pertaining to hazard, and 

(3) nature and purpose of the licensed activity. 

The AEC is also authorized to enter into similar arrangements 
with its contractors for the construction or operation of production 
or utilization facilities or research and development plants for the 
benefit of the United States. Such arrangements may apply either 
to lump sum or cost type contracts. The aggregate governmental 
liability is set at $500 million per incident. 

The NAM favors the Anderson-Price bills. We believe that one 
of the principal objectives of any legislation in this area is the cover- 
age of the public from the claims arising from the potential hazards 
of a nuclear accident. The assurance that such protection exists 
would remove a serious roadblock which currently stands in the way 
of public acceptance of this new industry. 

S. 715 and H. R. 1981 represent an excellent approach toward 
affording coverage of the public and we support these bills for that 
and other reasons and urge their early passage. 

A question has been raised relative to the desirability of setting a 
dollar limitation on liability coverage, if the intent of Congress is to 
cover all public liability. However, $500 million is probably suffi- 
ciently large to cover claims that might result from a nuclear catas- 
trophe. Should claims from a disaster exceed this amount, additional 
indemnification legislation would doubtless be passed based on the 
specific case. We further believe that it is, in general, not desirable 
to expose the Government to unlimited contingent liability. There- 
fore, we are essentially in agreement with the dollar limit expressed 
in the bills. 

The NAM is also in favor of the provisions calling for private 
insurance carriers to provide coverage to the extent of their capa- 
bility. As a business association, we are irrevocably opposed to Gov- 
ernment entry into the insurance field when private insurance firms 
are ready and able to accept the liability. In this field, private in- 
surance pools have been formed which will make available coverage 
substantially greater than that generally available for single risks. 
In fact, we understand that private insurance pools have stated a 

capability to provide public hability coverage o # peck oncadivicy $60 
nile per incident. A similar dollar amount of cove rage probably 
will be available for coverage for property damage. Yet even this 
coverage falls short of complete coverage of liability, which has been 
estimated might result from a nuclear catastrophe. 

The legislation under consideration requires a licensee to show 
private financial responsibility, deemed satisfactory by the AEC for 
the operation under consideration, before the indemnification provi- 
sions will become applicable. This provision is highly desirable, in 
our opinion, and should provide a good private insurance base, which 
may eventually, after more oper ating experience is gained be found to 
be sufficient in itself, without the need for gov ernmental indemnity. 
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We further approve of the provision in the bills requiring the AEC 
to utilize the facilities of private insurance organizations in adminis- 
tering the terms of the bills. This provision would appear to give the 
AEC authority to work out a coordinated method for dealing with 
potential claims, so that a uniform procedure may be followed. 
Naturally, as has been stated before, we wish to have private enter- 
prise encouraged and utilized in every way possible. 

Although the NAM is in favor of the general approach of this 
legislation, we should like to set forth a few suggestions which, in our 
opinion, would strengthen the legislation and bring about greater 
certainty in protection for the public. 

For example, section 170a of the legislation requires, as a condition 
of a license, that the licensee show financial responsibility of such 
type and in such amounts as the AEC deems necessary ; this financial 
responsibility would apply with respect to licenses issued from Au- 
gust 30, 1954, to August 1, 1966. In section 170d the AKC is au- 
thorized to enter into similar agreements of indemnification until 
August 1, 1966, with its contractors for the construction or operation 
of production or utilization facilities or research and development 
plants for the benefit of the United States. We believe that it would 
be desirable to eliminate the differentiation between licensees and 
AEC contractors. Liability resulting from a nuclear incident in a 
contractor facility might be equally as great as that arising from an 
accident in a licensed facility. Therefore, we feel that arrangements 
for indemnification should be similar and the public be assured of 
liability protection in case of contractor and licensed operations both 
and that contractors should be required to show financial responsi- 
bility. 

Then too, we are of the opinion that the language of section 170d 
as it applies to contractors leaves room for doubt as to coverage of 
subcontractors and suppliers. We also doubt the wisdom of limiting 
indemnification to contractors for production or utilization facilities 
or research and development facilities for the benefit of the United 
States. We feel that it should apply to all AEC contractors, subcon- 
tractors, suppliers, and any person whose activities involve substantial 
amounts of radioactivity, and that the language of the legislation 
should make it clear that coverage for these contractors should apply to 
existing contracts as well as those to be negotiated in the future. 

Therefore, we should like to suggest possible language of section 
170d which we believe would cover our comments (this starts on 
line 5, page 8 of S. 715) : 

In addition to any other authority the Commission may have, the Commission 
shall until August 1, 1966, enter into agreements of indemnification with its 
contractors, subcontractors, and suppliers, such agreements to apply to con- 
tracts currently in being, as well as those entered into in the future. 

There also should be some changes of “may” to “shall” to remove 
the permissive aspect further along in that same section. 

We think that the above points are of such a nature that they 
might be considered in connection with the legislation as it now 
stands. There are a few other general points in this area which we 
should like to mention at this time; we believe they are worthy of re- 
view, but we do not think they are of such a nature as to delay pas- 
sage of S. 715 and H. R. 1981 in essentially their present form. 
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(1) As time goes on, there will doubtless be more and more nu- 
clear reactors built under Department of Defense contracts or con- 
tracts with other Federal agencies. Contractors, subcontractors and 
suppliers for the Department of Defense and the other agencies 
would be subject to liability in precisely the same manner as are AEC 
contractors and licensees. Under the Anderson-Price bills as they 
now stand, no provision is made for indemnification coverage of De- 
partment of Defense contractors. In our opinion, serious considera- 
tion should be given toward remedying this situation. 

Incidentally, we understand that a pr oposal i incorporating indemni- 
fication for “unusual hazards” is now under consideration by the 
Department of Defense. 

(2) The Anderson-Price bills specifically define a nuclear inci- 
dent as one occurring within the United States. There is no pro- 
vision for liability coverage with respect to products supplied on 
the international market, or for a nuclear incident taking place in 
a nuclear-powered vessel ‘of United States registry ina foreign port. 
We believe that this is another problem which will develop as nuclear 
programs abroad commence to expand and as the maritime tanker 
and freighter fleet becomes nuclear-powered. 

In this connection, we are pleased to learn that the AEC and the 
Maritime Commission already have this problem under considera- 
tion. 

In conclusion, we should like to state that we are in favor of the 
legislation under consideration, and urge its passage in essentially 
its present form. We believe that certain modifications would 
strengthen it and make the coverage broader. However, the intent 
of the Anderson-Price bills is highly commendable and’ passage of 
this legislation would remove a serious roadblock currently stand- 
ing in the way of development of civilian nuclear energy programs. 
Therefore, we recommend that S. 715 and H. R. 1981 be favora ably re- 
ported out of the committee and passed by both Houses of Congress 
at an early date. 

The Cuarrman. Thank you very much, Mr. Hann. 

Mr. Cole? 

Representative Cote. I have no questions. 

The Cuarrman. Mr. Jenkins? 

Representative Jenkins. I have no questions. 

The Cuatrman. Thank you very much for your statement, Mr. 
Hann. 

(The supplementary statement referred to on p. 183, follows:) 

NATIONAL ASSOCIATION OF MANUFACTURERS, 
New York, N. Y., April 5, 1957. 
Hon. Cart T. DURHAM, 


Chairman, Joint Congressional Committee on Atomic Energy, 
Congress of the United States, Washington, D.C. 

Dear Sie: In response to your invitation during my testimony of March 26, 
1957, on S. 715 and H. R. 1981, I am pleased to submit NAM’s comments rela- 
tive to the Atomic Energy Commission’s suggested redraft of these bills. As I 
stated when I appeared before your commitee these changes are, in general, 
clarifying in nature and for that reason they do not affect our basic position 
on these bills. With the few exceptions noted below, we are essentially in 
agreement with the AEC’s revised version of the bills. 
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We should like to offer the following specific comments on the AEC’s recom- 
mended changes : 

SECTION 3 
Section 11] 

The expanded and clarified definition of “financial protection” is desirable, 
but we are puzzled as to the reason for specifying “insurance * * * available 
from private sources of the United States market.” It is our understanding 
that the insurance pools are to include reinsurance commitments from foreign 
sources. Therefore, the apparent exclusion of insurance from such sources is 
somewhat confusing and, perhaps may require clarification. 


Nection 111 


We believe that an expanded definition of “indemnity” and “indemnifica- 
tion” is desirable, and feel that the AEC’s wording is satisfactory. 


Nection 110 

We understand the desire of the AEC to confine the scope of the legisla- 
tion to activities deemed to be particularly hazardous, hence the exclusion of 
source and byproduct material licenses from this definition. We are in agree- 
ment also with the stated opinion of the AEC that financial responsibility for 
such hazardous activities be mandatory rather than permissive. Neverthe- 
less, it is our feeling that the definition of licensed activity as it appears in 
the bills is preferable. Later sections of the bills (both original and redrafted) 
further clarify the financial responsibility requirements, making them less rigid 
for less hazardous operations. It is our opinion that the original language of 
the bill is preferable and should be retained. 


Section 11p 
The refinement of the term “nuclear incident” appears desirable. 
Section 11v 


The deletion of the last sentence of this section represents a perfecting 
amendment, inasmuch as the provisions appear elsewhere in the redrafted bill. 


SECTION 4 
Nection 170a 

In general, the proposed additional language is favorable since it serves to 
clarify this section. Nevertheless, the question again arises as to the desirabil- 
ity of excluding source and byproduct material licenses. We agree with 
the AEC that operations involving source and byproduct materials constituted a 
relatively remote hazard. Yet, we stated above, we belive that it would be 
preferable to include a provision for financial responsibility in connection with 
such licenses in language similar to that appearing in the original draft of the 
legislation. 

We see no objection in the requirement that hazardous operations involving 
special nuclear materials should show financial responsibility, as the AEC 
recommends. However, we believe that the AEC’s discretionary power for 
requiring proof of financial responsibility as a condition of licenses issued for 
source and byproduct materials should be kept. For operations considered 
to be nonhazardous, financial responsibility may or may not be necessary at 
the AEC’s discretion. 

In brief, we believe that the language of section 170a should be modified 
as follows: “At any time within 10 years of the date of enactment of this 
section each license, except those issued for the export of production or utiliza- 
tion facilities under terms of an agreement for cooperation arranged pursuant 
to section 128, and those issued to an agency of the Federal Government, issued 
under sections 103 and 104; each construction permit issued under section 185; 
and each license under section 53 where the licensee is licensed to have in 
his possession sufficient quantities of materials to constitute, in accordance 
with criteria which the Commission shall establish in writing, a hazard in- 
volving bodily injury to others than employees of the licensee or widespread 
property damage to property not controlled by the licensee from a nuclear 
incident; and each such license issued between August 30, 1954 and the date 
of enactment of this section shall, and other licenses issued under section 53 and 
each license issued under section 63 or 81 may, have as a condition of the 
license a requirement that the licensee have and maintain financial protection 
of such type and in such amounts as the Commission shall require in accord- 
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ance with subsection 170b to cover public liability claims. * * * ” (Our ad- 
ditions are italicized; otherwise the language conforms to the AEC redraft.) 

The delections in section 170a are perfecting amendments since the same 
language appears in another section of the bill. 


Section 1706 

Again we note the AEC has specified that the amount of financial protection 
required shall be the amount of liability insurance available from private in- 
surance sources “of the United States market.” As indicated above, we are 
somewhat puzzled by this limitation. As a practical matter, the wording will 
probably not pose problems, or lessen the available coverage; nevertheless, we 
question the desirability of this apparent limitation. 

The AEC has recommended deletion of “cost and terms of private insurance,” 
as one of the criteria in determining the amount of financial responsibility 
required. This change seems desirable since we agree with the Commission 
that it would be put in a position of passing judgment on private insurance 
rates which are established only after approval by appropriate State regula- 
tory agencies. 

The AEC has also recommended deletion of “type” of licensed activity from 
the second criterion. We do not agree with this revision, for it appears to us 
that the type of a licensed activity must be considered, together with its size 
and location, in the determination of financial responsibility. Some types of 
activities will doubtless be more hazardous than others, regardless of the 
care exercised to incorporate special safety features. 

In our opinion, insertion by the AEC of language to cover temporary pro- 
tection in the event of reduced insurance coverage by reason of loss or other 
expenses is necessary. Since it is apparent that the Anderson-Price bills are 
designed to cover public liability at all times, we are of the opinion that this 
addition is virtually required in order to remove what might develop into a 
serious loophole. 


Section 170c 


The changes here suggested by the Commission clarify the intent of the sec- 
tion and are thus desirable. As the AEC points out, this legislation is designed 
to cover all indemnified parties, but there are certain ambiguities in the original 
legislation which the language changes go far toward clarifying. 

We further believe that the AEC properly included a provision to take into 
account those claims filed subsequent to the period for which private financial 
coverage is available. 


Section 170d 


In connection with this section I should like to refer to my statement pre- 
pared on this legislation. As you will recall, the NAM recommended that the 
Commission be required to enter into agreements of indemnification with its 
contractors and subcontractors and that these persons should be required to 
show financial responsibility. We note that the AEC suggested no modification 
in the permissive aspects of this provision. We remain of the opinion that this 
is a necessary change in the legislation and that it should be made, in addition 
to other changes recommended by the AEC. 

We are pleased that the AEC has included contractors, subcontractors and 
suppliers within the terms of section 170d. As indicated in our oral state- 
ment, we believe this is a desirable amendment. 


Section 170f 


In our opinion, the AEC has clarified this section, by specifically making pro- 
vision for fees both for reactor and other types of operations. We believe that 
the fees for indemnity coverage should be nominal and should cover adminis- 
trative expenses only. We also feel that such fees should not be used to build 
up reserves to cover possible indemnity payments. We beileve this was the in- 
tent of the Anderson-Price bills, and see no objection to the changes proposed 
by the AEC, since they apparently succeed in bringing about refinements in 
language. 

We have no comments to make regarding other proposed alterations suggested 
by the Commission in subsequent sections of the bill. 

As previously stated, the NAM supports the general principles of the Ander- 
son-Price bills. We believe that both the Joint Committee and the AEC have 
done a highly commendable job in drafting legislation which is essential for 
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the removal of a serious roadblock in the civilian nuclear energy program. In 
fact, we feel that the need for legislation in this area is sufficiently urgent, that 
early enactment of the Anderson-Price bills in essentially their original form is 
preferable to delays brought about through efforts to perfect some of the pro- 
visions. We appreciate the opportunity afforded us to express our views both 
in person and through this correspondence on this legislation and hope that our 
comments will assist the Committee in its deliberations. 

We should like to request that these comments be made a part of the record of 
the hearings relative to this legislation. 

Respectfully submitted. 

Victor A. HANN, 
Nuclear Energy Committee. 


The CuarrmMan. The committee is adjourned until tomorrow morn- 
ing at 10 o’clock in the House Armed Services Committee room, room 
313. 

(Thereupon, at 3:50 p. m., Tuesday, March 26, 1957, a recess was 
taken, until Wednesday, March 27, 1957, at 10 a. m.) 
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WEDNESDAY, MARCH 27, 1957 


CONGRESS OF THE UNITED STATES, 
Jornt CoMMITTEE ON ATOMIC ENERGY, 
Washington, D.C. 

The committee met, pursuant to recess, at 10 a. m., in room 
313-A, Old House Office Building, Represent: itive Carl T. Durham, 
of North Carolina (chairman of the joint committee) presiding: 

Present: Representatives Durham, Price, Cole, Van Zandt and 
Kilday ; Senator Anderson. 

Also present: James T. Ramey, executive director, George Norris, 
Jr., committee counsel, and Georege E. Brown, Jr., David R. Toll, 
Hal Hollister, professional members of the staff. 

The Cuairman. The committee will come to order. 

This is a continuation of the hearings on H. R. 1981 and 8, 715 
This morning we have Mr. Stoddard Stevens, of Sullivan & Crom- 
well of New York. 

Do you have a statement Mr. Stevens / 

Mr. Stevens. Yes, sir: I have. 


STATEMENT OF STODDARD STEVENS, PARTNER, SULLIVAN & CROM- 
WELL, NEW YORK, ACCOMPANIED BY GEORGE C. KERN, JR. 


The Cratreman. Thank you. You may proceed. 

Mr. Srrvens. My name is Stoddard M. Stevens and I am a mem- 
ber of the law firm of Sullivan & Cromwell, of New York City. 1 
appreciate very much the invitation of the committee to appear at 
these hearings on indemnity legislation. Since I had the privilege 
last year of participating in the committee’s advisory seminar on 
this problem and of testifying twice during the course of the hear- 
ings last year on the Anderson-Price legislation, and as I have been 
advised by the staff that such comments would be in order, I should 
appreciate the opportunity at this time, if agreeable to the committee, 
of presenting a statement with respect to the international aspects of 
the atomic energy liability problem. 

Although the invitation of the committee was directed primarily 
to comments on the legislation introduced at this session in the Senate 
by Mr. Anderson, and in the House by Mr. Price, I presented my 
basic views on this legislation last year and at this time desire only to 
express my support of this legislation and my hearty congratulations 
on an effective job of draftsmanship in a very complex area. A few 
stiggestions on several points of the Anderson-Price legislation are 
presented at the end of my statement. 

While separation of foreign and domestic phases of the insurance 
and indemnity problems may be desirable as a matter of legislative 
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draftsmanship, I respectfully suggest that activity on the foreign 
phase might properly proceed simultaneously with that relating to 
the domestic phase. 

The economics of the nuclear energy industry and the impetus af- 
forded by the Government’s “Atoms for Peace” program make it 

robable that at least in the immediate future the domestic atomic 
industry can find a prime market beyond the borders of the United 
States. A solution to the liability problem appears as a vital step 
toward full development of the potentialities of this market and the 
furtherance of the national objectives of United Staes leadership and 
encouragement of atomic activity in friendly foreign nations. 

That both the Government and private industry have a growing 
interest in the development of United States participation in foreign 
atomic energy activity is evidenced by many recent developments, 
such as the report of the Atomic Energy Commission in the section 
202 hearings held only a few weeks ago that 43 bilateral agreements 
had already been negotiated and that power bilateral agreements 
were then being negotiated with 17 nations. Almost daily the press 
carries reports of increased foreign activity in the atomic energy 
field, such as the recent visit to this country of representatives of the 
Euratom group. 

Although United States nationals could conceivably incur liability 
to residents of foreign countries for damages resulting from atomic 
installations in the United States and although participation by 
United States nationals in atomic activities abroad may take many 
forms, ranging from research through design to the supply and op- 
eration of facilities, it appears likely that the most significant ac- 
tivity by United States nationals in these foreign markets will be in 
the supply of equipment. I should like here briefly to summarize the 
more extended consideration of the specific legal problems facing the 
domestic equipment supplier when he sells his product abroad con- 
tained in a supplementary statement which I respectfully request 
the committee’s permission to submit with my testimony here. 

Claims against a United States manufacturer for a foreign atomic 
incident could stem from two primary sources: third parties injured 
as a result of the incident, and the foreign customer. It is probable 
that injured third parties would seek recovery in the first instance 
against the foreign operator; but if the latter’s assets were insufficient 
to meet the claims, the injured third parties might seek recovery 
against the United States manufacturer on a negligence theory either 
in foreign courts or in the courts of the United States. The foreign 
customer might seek recovery against the United States manufac- 
turer by way of recoupment for third party claims to which he has 
had to respond and he might also seek recovery against the manu- 
facturer for damage caused to his own property; the customer’s com- 
plaint could be founded either in tort or contract, depending upon the 
circumstances. It seems entirely clear that in many situations the 
foreign claimant would have access to the United States courts for 
purposes of suit against the United States manufacturer directly; 
in addition, in many situations a foreign judgment could be enforced 
by United States courts. 

As more fully explored in my supplmentary statement, the United 
States manufacturer of atomic equipment doing business abroad faces 
peculiar practical and legal difficulties: insurance coverage is at this 





or Oo OS me OO 


omwee "3S Ve Ve 


Ws Ws fe! 


GOVERNMENTAL INDEMNITY AND REACTOR SAFETY 193 


time uncertain; the substantive rules of liability to which he would 
be subject vary from country to country and depend in part upon the 
application of complicated rules of conflicts of laws; the right of re- 
covery by the manufacturer against the customer ‘if the manufac- 
turer is required to respond in damages to a foreign third party 
claimant is subject to the varying rules and procedures of foreign 
jurisdictions. 

The present solutions available to private United States industry 
in the absence of any governmental or international action appear of 
limited effectiveness. The availability of insurance is uncertain and, 
even for domestic operations, insurance has been seen to be inade- 
quate as a full solution to the problem; hence the Anderson-Price 
proposals. The United States manufacturer could seek contractual 
indemnity from the foreign customer. However, considerable re- 
luctance has been encountered on the part of both foreign govern- 
ments and foreign corporations to grant indemnity. 

Furthermore, as foreign nations start to close the gap in reactor 
technology, United States s producers could find themselves at a com- 
petitive disadvantage if they were to insist on indemnities while for- 
eign producers, possibly under the protection of domestic legislation, 
were not. 

Also, some foreign governments encounter some of the same prob- 
lems faced by the “United State Government in granting indemnity 
with possibly open-ended financial reponsibility ; these problems stem 
from the legal bars to committing governmental funds in the absence 
of or in excess of legislatively appropriated funds. Even if indem- 
nities were to be granted, there would remain the uncertainties of 
interpretation if these clauses were to be governed by the laws of 
foreign jurisdictions. All things considered, it seems that some sort 
of international ar rangement affords the most immediately available 
feasible solution. 

It is international action which is, of course, contemplated by the 
recent legislation introduced by Mr. Cole in the House. I mentioned 
this type of relief in my testimony before this committee on June 14, 
1956. To my knowledge, this is the first legislation aimed at the 
international phase of the liability problem. As I understand Mr. 
Cole’s proposed bill, the Commission would be required in each bilat- 
eral agreement, pursuant to section 123 of the Atomic Energy Act of 
1954, to include an agreement by the foreign nation to hold harmless 
against public liability claims any United States national furnishing 

services, materials, facilities, component parts or other parts and 
equipment pursuant to an Agreement for Cooperation. 

It seems to me that Mr. Cole’s suggestion affords a fruitful line of 
approach to this problem. Since almost any power reactor sold by 
a United States supplier would probs ibly involve the use of special 
nuclear material furnished by the United States, the technique of 
providing for indemnity by way of the bilateral agreements would 
provide protection to the United States industry at the point where it 
is most needed. 

Mr. Cole’s bill apparently contemplates absolute indemnification of 
the American supplier regardless of negligence. Since foreign nations 
might be reluctant to grant a ground-up ‘indemnity extending to neg- 
ligence, it might be desirable to consider linking the manufacturer's 
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responsibility for negligence with the available insurance coverage. 
Thus, if there were incorporated into the Cole bill something analogous 
to the Anderson-Price insurance provision, the foreign government 
would not be indemnifying American suppliers for all claims based on 
the latter’s negligence and at the same time the American manufac- 
turer would have the protection of indemnity against the risks not 
covered by available insurance. 

The proposal contained in H. R. 5694 imposes a responsibility on 
the foreign government in excess of that proposed for the United 
States Government under the Anderson-Price legislation. Since any 
sale of a power reactor and the supply of special nuclear material 
therefor would probably require a specific contract to be entered into 
under the Agreement for Cooperation, it might be possible to intro- 
duce into section 123 the theory of the Anderson-Price legislation 
with respect to coverage of a certain amount of liability by private 
Insurance, 

For example, it might be provided in section 123 that the foreign 
government’s indemnity would cover liability in excess of an amount 
of insurance which would be determined as reasonable at the time of 
negotiation of any specific contract pursuant to the Agreement for 
Cooperation. Or, in lieu of an indemnity by the foreign government, 
there might be provided a limitation on suppliers’ liability above the 
amount of insurance determined to be reasonable. Such a technique 
would permit the Atomic Energy Commission to make the same type 
of determinations as contemplated by subsection a of section 170 as 
contained in S. 715 and would not necessarily require the creation of 
an international fund to meet claims since each government could, as 
a matter of domestic action, determine how much it would make avail- 
able to its own citizens in the event of a nuclear incident involving 
claims in excess of the insurance coverage. 

If for any reason, such as possibly a reluctance to introduce the 
indemnity clause as a condition precedent to the obtaining of special 
nuclear material by a foreign government or the legal difficulties 
under the domestic law of certain foreign nations presented by an 
executive agreement with open-end financial responsibility, the use 
of section 123 bilateral agreements as a method of meeting the in- 
demnity problem should be considered inadvisable, there might be 
considered other alternatives such as separate bilateral executive 
agreements or treaties, multilateral treaties with a few foreign gov- 
ernments, or a multilateral convention including many foreign gov- 
ernments. I have explored some of the legal problems which might 
be met in the formulation of an international agreement dealing with 
the indemnity problem in my supporting statement. 

Because of the enormous technical and mechanical problems in- 
volved in a multinational convention of any type, I suggest that the 
bilateral approach, be it by way of bilateral agreements under the 
Atomic Energy Act or by way of separate bipartite treaties or agree- 
ments, affords the possibility of a more prompt alleviation of the 
present difficulties. Since the opportunities for United States partic- 
ipation in foreign atomic energy activities are present at this very 
moment, the delay which would be inevitable in the dr afting and 
ratification of a treaty involving many nations may not be the best 
solution for the short run. Possibly a series of bilateral agreements 
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with a few foreign nations where major atomic activity might be 
centered in the immediate future could serve as a temporary stopgap 
le the effectiveness of a multinational convention. 

It occurs to me that there is a relationship between the Anderson- 
Price legislation and the foreign aspects of the liability problem. 
Passage of domestic legislation providing indemnity by the United 
States Government to its nationals engaged in atomic energy affairs 
should certainly provide a stimulus to a similar action by foreign 
governments. Even if the foreign governments do not adopt domes- 
tic legislation of the Anderson-Price type, the existence of United 
States legislation should provide a firm basis for negotiation of an 
indemnity provision in the section 123 bilateral agreements or in sep- 
arate international agreements or treaties. 

As a final thought, might I suggest that the problem of the atom- 
powered merchant ship also deserves consideration in connection with 
any international arrangement on the liability problem. Since the 
limitations on liability imposed by the Admiralty law do not in gen- 
eral apply to the manufacturer of vessels or component parts there- 
of, the manufacturer of atomic equipment for vessels may be pe- 
culiarly exposed to third party liability claims. If an injured per- 
son were to find himself precluded from recovering from the vessel 
owner or operator because of the liability limitations of SRNR 
law, he might certainly try to recover from the manufacturer of : 
component or the shipbuil ler if he could find any basis for a chaiin 
of negligence. It might be desirable to consider a separate interna- 
tional convention with respect to atom-powered vessels. Such a con- 
vention might include indemnity and liability limitations of the type 
suggested in my supplementary statement in connection with inter- 
national arrangements dealing with land-based reactor installations. 

Returning for just a moment to the Anderson-Price legislation, 
there are just two points of clarification with respect to S. 715 and 
H. R. 1981 which I would like to propose for your consideration. 

I am not sure that section 170c¢ in its present form makes it clear 
that the indemnity applies to any nuclear incident oceurring prior 
to the expiration of a license, regardless of when the claim may be 
made. I suggest that the last sentence of subsection e¢ read as 
follows: 

Such a contract of indemnification shall cover public liability arising out 
of or in connection with the licensed activity as a result of nuclear incidents 
occurring during the period of the license. 

I might note that the words “occurring during the period of the 
license” appeared in subsection c of section 170 contained in S. 4112 
as section 4 as reported out of the committee last vear. 

Also in subsection c, since the “persons indemnified” may not all 
be covered by the “financial protection” required by subsection a, it 
would seem desirable to insert after the word “required” in line 3 
of page 5 something along the lines of the following parenthetical 
clause : 

(except in the case of persons indemnified who are not covered by the finan- 
cial protection required pursuant to subsection a, in excess of the amount of 
insurance payments applicable to such persons on account of public liability 
arising from nuclear incidents). 

The second point of clarification is with respect to subsection d of 
proposed section 170. It seems to me that lines 19 through 21 should 
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be consistent with the similar clause in subsection c. I therefore sug- 
gest that lines 19 through 21 on page 5 be changed to read as follows: 


activity, and shall indemnify and hold harmless the contractor and other 
persons indemnified, as their interest may appear, from public liability arising 
from nuclear incidents which is in excess of the amount of financial protection 
in the amount of $500 million. 


Also, there might be considered the insertion of the parenthetical 
clause suggested above after the word “required” in line 21, in order 
to cover the point that the required financial protection might not 
cover all the persons indemnified. 

Mr. Chairman, that concludes my prepared statement this morning, 
and what follows in the pages I read is the supplementary material 
which I ask leave to have incorporated in the record. 

The Cuarrman. Thank you very much, Mr. Stevens. The supple- 
mentary statement will be inserted in the record at this point. 

(The statement referred to follows :) 


SUPPLEMENTARY STATEMENT OF STODDARD M. STEVENS 


The problem of financial protection of United States nationals engaged in the 
atomie industry in foreign activities in the broadest sense involves possible 
liability of United States industry to residents of foreign countries for damages 
resulting from installations in the United States or from those located in foreign 
countries and the protection of United States nationals against damage caused 
by foreign nationals from installations located either abroad or in the United 
States. However, because the other phases of the problem are susceptible of 
solution, albeit not without difficulty, by unilateral action in the United States 
and because it appears as the most immediately pressing concern, I wish to 
focus my remarks on the problems of the United States atomic industry arising 
from operations conducted in foreign countries. 

Participation by United States nationals and corporations in atomic activities 
abroad may take many forms: research and development work; design and 
engineering services; the sale of radioactive isotopes; operation of facilities; 
and the supply of equipment. Since it is the supply of atomic equipment which 
will probably involve most intensively the largest number of domestic atomic 
participants, I shall center my attention today primarily upon the problems con- 
fronting an equipment supplier. 

As is the case in the domestic market the equipment supplier to foreign 
activities will not generally be an operator of the facilities he supplies. In the 
usual case, the United States manufacturer will relinquish title f. a. s. at some 
United States port. Although he may participate to varying degrees in the 
installation, inspection, and starting up of the facility abroad, control of the 
operation will, in the usual situation, be essentially the responsibility of the 
foreign csutomer. 

Until relatively recently in this country the contractor installing heavy equip- 
ment on a customer’s premises has not been held liable for injury or damage to 
persons or property of third parties where title and operational control has been 
exclusively in the customer. However, in some recent cases the contractor has 
been found liable to third parties in situations where his negligence has been 
established as the cause of the injury or the damage. The substantive rules of 
an equipment supplier’s liability under the domestic law are embraced within 
what is generally referred to as the law of product liability. Another source of 
liability for the equipment supplier is the recourse which the customer might 
have against him on a contract theory such as breach of warranty. Although 
the equipment supplier has not been held liable in suits by third parties except 
where his negligence has been established, the imposition of absolute liability 
on the operator of an installation could result in the latter’s obtaining recovery 
against the supplier if the latter is found to have breached his contract with 
the customer. 

With respect to his liability problem, the United States manufacturer engag- 
ing in atomic activities abroad is faced with legal and economic complexities 
not met when he sells his equipment in the United States. Although some 
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domestic insurance sources have considered coverage of foreign operations, the 
availability of such coverage appears not nearly as imminent as coverage of 
domestic operations. Although there are recent reports of the organization of 
syndicates for insurance for these risks in various European countries, the ex- 
tent of coverage is uncertain and it is not known whether all of these resources 
will be available to United States manufacturers or whether they will be lim- 
ited to foreign suppliers and operators. Even if insurance were to be available 
from domestic sources, it is not unlikely that the premium would be consider- 
ably higher for foreign coverage for several reasons: The safety controls of the 
Atomic Energy Commission do not have the same applicability; the varying 
standards of liability could expose insurers to greater and uncertain risks; and 
the subrogation rights of domestic insurers are varying and uncertain. 

Turning to the legal complexities, at the outset the supplier of atomic equip- 
ment to foreign customers is confronted by the question of what rules of lia- 
bility are applicable to his activities abroad. The answer to this question de- 
pends upon both the determination of the jurisdiction the law of which will be 
applicable, and the substantive rules of liability of that jurisdiction. Even if 
it is clear that under most circumstances the applicable law would be the law 
of the place where damage is incurred, it is possible that multiple jurisdictions 
would be involved, since in certain areas of the world, particularly in Europe, 
a single nuclear incident could conceivably cause damage in numerous juris- 
dictions. But it is also possible that even if the substantive rules of liability 
of the place where harm is sustained would govern, reference might be made 
to pertinent United States safety regulations and standards as evidence of the 
standard of care against which the defendant’s action or inaction would be 
measured in determining negligence. Recognizing the possibility that the Amer- 
ican manufacturer might have applied to his activities the laws of any number 
of foreign jurisdictions, the possible rules of liability to which he might be sub- 
jected vary almost as widely as the possible number of jurisdictions: the laws 
of some nations include a general principle of liability for injuries or damages 
eaused by dangerous instrumentalities, others by any object whether dangerous 
or not ;others lay down only a presumption of negligence, while still others im- 
pose a standard of semiabsolute liability with only a limited number of de- 
fenses allowed. For example, in France, in addition to the general theory of 
liability for fault, the law speaks of an objective responsibility which is a 
liability without fault imposed for damage caused by an inanimate thing. This 
concept of liability is in essence a presumption of liability placed on the person 
who has a thing in his care. The Cour de Cassation has concluded that this 
presumption can be rebutted only by proof of a fortuitous event of force ma- 
jeure. On the other hand, in Scandinavia, the main principle of the law of torts 
is the principle of fault. Although the situation varies among the Scandinavian 
countries, the development toward the imposition of strict liability does not ap- 
pear to have gained as much ground as in other European countries. In Yugo- 
slavia, absolute liability for various types of industrial activity is imposed by 
statute. 

The scope of an American supplier’s liability is not limited to the possibility 
of suit in a foreign country directly by a third party. Depending upon the 
circumstances, the American manufacturer faces suit either in this country or 
in a foreign country if he is amenable to jurisdiction and has assets there; 
likewise he might be sued either by a third party claimant or the foreign cus- 
tomer. Even if under the laws of a particular jurisdiction the doctrine of manu- 
facturer’s product liability is not recognized, the United States manufacturer 
could, in some situations, be sued by the foreign customer either abroad or in 
the United States. Also important in evaluating the scope of liability is con- 
sideration of whether the United States supplier, where he is required to re- 
spond in damages to a foreign third party claimant, can in return seek recovery 
from a customer who may possibly have been responsible for or contributed to 
the incident giving rise to the liability. Here, he may have the right to claim 
contribution either on the basis of the contract existing between the customer 
and himself, or on the theory of contribution between joint or concurrent tort 
feasors. Entirely different sets of rules may apply depending upon whether 
the action lies in tort or in contract and even the determination of the applicable 
law may hinge upon such distinction. Just as an example of the complexities 
involved, many legal systems allow contribution among joint tort feasors 
whereas many of the States of the United States forbid action between such 
persons. Still other jurisdictions refuse recourse action to persons who have 
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been found guilty of a criminal offense even if that offense takes the nature 
of some minor misdemeanor. 

Further uncertainty is injected by the fact that the criteria determining the 
categories of recoverable damages and the measures of damages vary greatly 
from country to country. Some laws allow compensation for grief, while others 
do not; in some jurisdictions funeral expenses may be recovered and in others 
they cannot; some countries give a right of compensation to a decedent's estate 
whereas in others the right of action is limited to the next of kin; some laws 
forbid the deduction of insurance moneys collected as a consequence of death, 
while others do deduct such amounts; at least in one country damages are 
allowed only in the event that the claimant would, due to the loss of support, 
no longer be able to maintain the same standard of living. 

In the absence of Federal legislation or international agreement there are 
but limited and unsatisfactory avenues available to the United States mann- 
facturer for securing financial protection against foreign risks. First, he can 
utilize whatever private insurance resources are available. Even for domestic 
operations, available insurance protection has not been considered adequate, 
in view of the scope of potential liability peculiar to this industry: hence, the 
proposed Anderson-Price legislation. Secondly, he can seek indemnity from 
the foreign customer. The indemnity route poses problems of both an economic 
and legal nature. The obtaining of a comprehensive indemnity clause depends 
in part on the relative bargaining positions of the parties. Foreign customers 
have exhibited considerable reluctance for both practical and legal reasons to 
grant indemnities. Even if obtained, the effectiveness of such contractual pro- 
visions in many instances would be subject to the uncertainties of foreign law 
and foreign legal procedures. Where the foreign customer is a government, 
additional complications by way of statutory or constitutional restrictions may 
be encountered. Thirdly, with respect to possible recourse claims by the cus- 
tomer, the manufacturer can try to limit his liability by the terms of his con- 
tract. However, the effectiveness of a contractual provision limiting the man- 
ufacturer’s liability to damages to the installation would be subject to some 
uncertainty if, under the applicable conflicts rules, the interpretation of a given 
contract were to be held governable by the laws of a foreign jurisdiction. The 
manufacturer can attempt in his contract to make the laws of a particular juris- 
diction applicable, but even with such a provision uncertainties could arise if a 
court were to find too many of the contractual incidents taking place in some 
other jurisdiction. 

If the private measures available to the United States manufacturers for 
protection against foreign risk are inadequate, there remains the possibility 
of governmental action. This action could conceivably take the form of uni- 
lateral United States legislation, or international agreements. International 
agreements in turn might take the form either of a convention to which many 
nations would be parties, a more limited international convention involving 
relatively few nations, or a series of bilateral agreements between the United 
States and other countries. 

As for possible unilateral United States action, there at least might be con- 
sidered the possibility of abolishing the cause of action based on foreign nuclear 
incidents or eliminating the jurisdiction of State and Federal courts over suits 
arising from such incidents. If the jurisdiction of the United States courts is 
to be denied, this limitation would also have to be applicable to the enforcement 
of foreign judgments. Here we are confronted, on the one hand, with the con- 
stitutional problems arising from Federal action which would affect the sub- 
stantive rules of law and the jurisdiction of State courts and, on the other hand, 
With problems of international comity which would result from the denial of 
access to the United States courts to foreign nationals. Any consideration of 
unilateral action wil! have to take account of the origin of the right of foreign 
nationals to sue in United States courts. Among the sources of this right are 
numerous treaties of friendship between the United States and other countries 
Which grant reciprocal rights to the nationals of each with respect to access to 
courts: the 5th and 14th amendments to the United States Constitution, the 
benefits of which have been held to extend to aliens; and the provisions of the 
Federal civil-rights bill which grant to all persons within the jurisdiction of 
the United States the same right to sue as white citizens, which provisions have 
been held to extend to aliens. 

In the absence of international action, no legislation adopted by the United 
States alone would safeguard the United States manufacturer having assets 
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abroad. It would require more than United States legislation to protect these 
foreign holdings from a levy in execution of a foreign judgment. Of course, if 
satisfaction of claims of foreign nationals were limited to foreign-held assets, 
the potential liability of a United States manufacturer would be limited to that 
extent. 

Turning to the international agreement approach, although some practical 
and legal differences will be encountered depending upon whether one is con- 
sidering a many-nation convention, a limited convention or a bilateral treaty, 
the principles and problems which I propose to outline will be generally appli- 
cable to all these alternatives. 

Ideally, the general objective of any such international agreement would be 
to define, limit, protect and standardize the rights of persons who cause or 
sustain property damage, personal injury or death caused by atomic installa- 
tions. There are advantages to an international convention both from the 
point of view of the person who may attempt to recover for damage and from 
the point of view of the reactor operator or equipment supplier. Such a con- 
vention could aleviate the present problems confronting the plaintiff, among 
which are difficulties in obtaining jurisdiction over the defendant, difficulties 
which attend the bringing of an action, where necessary, in a foreign court, the 
possible unavailability of assets or insurance in the hands of the defendant 
sufficient to cover the claim and the involved problems of conflicts of laws and 
international law. At the same time such a convention would ease the problems 
of the atomic industry arising from the varying and uncertain liabilities which 
change from country to country and whenever legislation or case law in a 
particular country is amended. 

The first major area of concern in considering the international convention 
would be the principles of liability to be imposed. A consideration of this 
problem would necessarily involve an analysis of what interests are to be 
protected, whose interests are to be protected, against what are they to be 
protected, who is to be liable for damage, and when is he to be liable. As 
illustrative of some of the issues which would require resolution in an inter- 
national agreement, let me briefly pose what occur to me initially as some alter- 
natives on each of these phases of the general problem of principles of liability. 
1. What interests are to be protected? 

Property 9 

Personal injury ? 

Death’? 


Whose interests are to be protected? 


Injured nationals of the State where the source of the damage is located? 
Nationals of anv State damaged by any source? 
tyainst what are these interests to be protected? 

Research reactors ? 

Power reactors ? 

All types of reactors? 

Fuel element fabrication or reprocessing installations ? 

Any operation involving radioactive substances ? 

Is the agreement to cover any damage from atomic energy installations? 

Or should its coverage be limited to damages resulting from nuclear risks 
such as those arising out of the radioactive, toxic, explosive or other hazardous 
properties of source, fissionable, or radioactive materials? 

Should the coverage of the convention be limited to certain effects such as 
contact with radiation, fire, or explosion? 

Or should it extend to any damage from atomic energy operations including 
operations in the nature of a nuisance? 


? 


}. Who is to be liable for damage: 
The installation operator? 
Installation owner? 

Persons supplying design or engineering services? 
Suppliers of equipment or components? 

Contractors? 

Persons who provide construction and installation services? 
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5. When is liability to be imposed? 
Absolute liability? 
Rebuttal presumption of negligence? 
Negligence? 


6. What defenses are to be permitted? 


Causation? 

Contributory negligence? 
Independent acts of third parties? 
Force majeure? 


There must be considered whether the cause of damage is to be related to 
the damage itself; and then whether causation is to be expressed in terms of 
foreseeability. To a certain extent, the resolution of the causation problem is 
dependent in part upon the standard of liability to be adopted. If a standard 
of absolute liability is to be adopted it would appear clear that the casual 
rules of negligence would not be appropriate. It should be noted that absolute 
liability is not the common law of strict liability of the Rylands v. Fletcher 
type. Common law strict liability has been limited by the rule that the damage 
must result by reason of the particular quality which makes the instrumen- 
tality dangerous. This limitation is analogous to the limitation on liability 
for negligence imposed by the doctrine of foreseeability. If contributory negli- 
gence is to be a defense, then it becomes necessary to determine whether it 
will be a complete defense or whether a partial recovery will be permitted 
on the basis of comparative negligence. If this matter is left to local law, 
there will be wide variations in result since the civil law on the one hand quite 
clearly recognizes the concept of comparative negligence, whereas the common 
law as applied in many States of the United States does not generally recognize 
comparative negligence. 

If the principle of absolute liability is to be recognized, the purposes of such 
a convention would not be satisfied unless there was imposed a maximum liabil- 
ity for damage. It would not be appropriate for me to suggest at this time 
what that maximum limit should be. Among the factors which would have to 
be considered in arriving at such a limit would be the variations in capacity 
for harm of various types of reactors, the location of reactors, and the type of 
operations conducted at the reactor site. A sliding scale of liability ceilings 
might be established based possibly upon the neutron flux of reactors. Another 
possible approach may be to limit liability at the point where private insurance 
is no longer available. 

Just as in the case of the hearings last year on the Anderson-Price bills, 
so in the case of an international convention, there may be those who wish 
to inject exceptions to the limitation on liability for certain types of conduct 
ou the part of the defendant. If this is to be done, it is suggested that the 
exception be stated not in some general terms of willful negligence but that 
there be employed language of the type used in the Hague protocol to the War- 
saw Convention for the Unification of Rules Relating to International Carriage 
by Air. In this protocol the types of cases giving rise to unlimited liability 
arise if it is proved that the damage resulted from an act or omission of the 
defendant done recklessly or with the intent to cause damage and with the 
knowledge that damage probably would result, with the proviso that, in the 
case of such act or omission of a servant or agent, it is also proved that he 
was acting within the scope of his employment. This language of the Hague 
protocol contrasts with the wording of the original Warsaw Convention in that 
the latter imposed unlimited liabality if the damage was caused by the de- 
fendant’s willful misconduct or by such default on his part as, in accord- 
ance with the law of the court to which the case is submitted, is considered 
to be equivalent to willful misconduct. 

But in addition to considering such matters as the amount and exceptions 
to the limitation, other important problems would confront the draftsmen of 
such a limitation. Unless the limitations are applicable both to third-party 
claims against the United States manufacturer and to claims founded in con- 
tract by the foreign customer against the United States manufacturer, the 
purposes of such a convention from the point of view of the domestic atomic 
industry would not be achieved. If an absolute liability approach is taken 
with respect to the operator of the installation, it might be possible to regu- 
larize his recourse claims against the manufacturer or others and deny third 
parties a cause of action against anyone other than the operator. 
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Also to be considered is whether the limitations are to be expressed in terms 
of a “per accident” limitation or whether there are to be limitations with re- 
spect to the amount that any one person can recover. 

Thought should also be given to the distribution of the maximum recovery in 
the event that claims exceed the maximum. One possible approach might be to 
give preferential rights to personal injury and death claims. Some specified 
percentage, such as one-half of the maximum, might be applicable to that cate- 
gory of claims exclusively and then all claims, including property claims, might 
share pro rata in the remaining balance. 

Once the principles of liability are determined, the next logical step would 
be a consideration of the procedures by which an injured party could invoke 
the convention. On this phase of the problem, the first question to be con- 
sidered is whether the convention should establish a single forum. As I have 
indicated previously in these comments, the conflicts of laws problems arising 
in the atomic energy field are peculiarly complex. These complexities arise 
not only from the already complicated principles of conflicts of laws applicable 
in any tort or contract situation, but also from the peculiar qualities of atomic 
energy which could foreseeably cause damage across international frontiers as 
a result of a single incident . This would be particularly true in Europe where 
distances between countries are not great. Therefore, in order to avoid a 
multiplicity of jurisdictions which would lead to enormous practical difficulties 
in applying the limitation of liability where a great number of claimants might 
be involved and where the claimants might be located in different countries, the 
convention might require that actions be brought only before the courts of the 
contracting nation where the incident occurred, or, stated differently, where 
the source of the injury was located. Unless the single forum approach is 
taken, any limitation of liability imposed by the convention might be ineffective 
since no adequate means might exist for proper distribution of the amounts 
covered by the limitation. 

The next set of issues involves the procedures to be adopted for enforcement 
of judgment, once obtained. There must be considered whether this enforcement 
is to be left to the existing procedures of the laws of the various nations or 
whether an attempt should be made in the convention itself, to provide for the 
enforceability of judgments. Here, serious conflicts might arise between coun- 
tries following the civil law pattern and jurisdictions such as the United States. 
In the United States foreign judgments are ordinarily enforced only by a new 
proceeding in which the foreign judgment is put in evidence as the basis for 
the claim, 

Since it is likely that certain defendants would not be subject to the jurisdic- 
tion of a particular nation where the incident might occur, the right of recovery 
would be effective only if the convention provided an effective system for the 
enforcement of judgments. This might be accomplished by providing in the 
convention that any judgment obtained pursuant to it would be enforceable in 
the courts of any contracting party where the judgment debtor has his residence 
or principal place of business, or, if the assets available in that place and in the 
place where the judgment was pronounced are insufficient to satisfy the judg- 
ment, in any other contracting State where the judgment debtor has assets. 
This result would not be dissimilar to the nonresident motorist statutes in force 
in many States of the United States. Thus, in the situation where a California 
motorist injures a New Jersey resident, the New Jersey State official is made an 
agent of the California motorist for the purpose of service of process and the 
New Jersey plaintiff can sue the California defendant in New Jersey. Then, as 
a result of the full faith and credit clause of the United States Constitution, the 
New Jersey plaintiff can enforce the New Jersey judgment in California. Pos- 
sibly the convention could provide for an international full faith and credit 
clause, 

It is in this area, possibly, that most serious problems are presented from the 
point of United States adherence to such a convention. Although treaty provi- 
sions have prevailed over State policy with respect to limitation of tort liability 
in cases arising under the Warsaw Convention, objection might be raised to any 
international arrangement which would deny to the State courts the right to 
determine whether the judgment of a foreign court meets the procedural tests 
normally required by that State. In general, the courts of the United States 
in enforcing a foreign judgment at least test the jurisdiction of the foreign court 
and issuance of execution is refused if the jurisdiction of the foreign court 
when tested by United States standards of procedure is found unacceptable. 
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This question in turn raises the problem of the “due process” clause of the 
United States Constitution. Can the United States by treaty subject United 
States property to seizure in the United States by execution based on a foreign 
judgment when, but for the treaty, the judgment would not have been enforce. 
able as lacking due process? Another phase of the due process problem is pre- 
sented by whether a treaty can require every United States exporter of atomic 
energy equipment to consent, in effect, to the jurisdiction of the foreign court. 
Here, the question may turn upon the adequacy of notice and the opportunity 
to be heard in the foreign court. 

As a possible assistance on the constitutional point, there probably should be 
some exceptions to the absolute enforceability of a foreign judgment under the 
convention. Such exceptions might include situations where the judgment was 
given by default and without adequate notice to the defendant or where the 
defendant was not given a fair opportunity to defend his interests or where the 
judgment was obtained by fraud or where the right to enforce the judgment 
is not vested in the person to whom the application for enforcement is made. 
It further study were to indicate that the treaty power was not sufficient to 
permit United States adherence to an international convention of such a com- 
prehensive nature, and if the treaty approach were felt to be the most feasible 
uvenue to a solution, there might be considered the possibility of State legisla- 
tion. ‘The several States might authorize the Federal Government to negotiate 
treaties on their behalf and the Federal Government might make a treaty for 
the benefit of those States which passed legislation of the type set forth in the 
treaty. 

Somewhere between the niultinational convention approach and unilateral 
United States action lies the possibility of bilaterial treaties. Here, many of 
the problems are similar to those discussed with respect to the international 
convention. However, this alternative should not be overlooked if it affords a 
feasible route to even a temporary alleviation of the problem. It may be that 
bilateral treaties with several of tbe nations where atomic energy export 
activity could be expected to be centered, would be easier of accomplishment 
than the conclusion of a multinational convention. 

Although in some of the bilateral agreements concluded by the United States 
Government pursuant to the Atomic Energy Act of 1954, some foreign govern- 
ments undertake to hold harmless the United States Government from any lia- 
bility arising under the bilateral agreement, no attempt has been made in these 
bilateral agreements to provide indemnity or other financial protection to any- 
one other than the United States Government. If the Congress passes indem- 
nity legislation cevering domestic atomic activities, it might not be unreason- 
able to propose that foreign governments extend to the United States nationals 
protection in their countries equivalent or similar to that protection afforded by 
the United States indemnity legislation. 


The Cuatrman. I believe you spoke on this problem last year when 
you appeared before this committee. Have you read the statement by 
the Chairman of the Commission on March 25? 

Mr. Srevens. | have not, sir. 

The Cuairman. The reason I raise the question is that Mr. Strauss 
in his statement before the committee had some misgivings as to 
approaching this problem on the bilateral agreement basis. You 
seem to think that is the best approach to it at the present time. 

Mr. Srevens. It seems to me, Mr. Chairman, that we have got to 
get at this some way or another. While perhaps the ideal approach 
is the multinational treaty, we will all be a good deal older before 
that is negotiated and ratified. 

We have a more expeditious method—perhaps not the ideal situa- 
tion—that at least would permit American industry to get on with 
their business of promoting this atomic activi ity in friendly foreign 
countries. That is the bilateral treaty or agreement. 

The Cuarman. I will read you Chairman Strauss’ statement: 

The Commission also noted that another possible solution would be to raise 


indemnity under our bilateral agreements for cooperation. On the basis of our 
study thus far, the Commission has reservation regarding the desirability of 











GOVERNMENTAL INDEMNITY AND REACTOR SAFETY 203 


this approach. It would require a cooperating country, as a condition to receiv- 
ing the benefits offered by our Atoms for Peace program, to undertake the 
indemn fication of private American capital. Rather than encouraging the sale 
of American reactors abroad, such a procedure might have the reverse effect. 

Then he goes on to say that “we are continuing to study this sug- 
vestion, however.” 

Do you feel that it would have that effect from your experience with 
the international law ¢ 

Mr. Srevens. I think this, Mr. Chairman. The position of the 
Avomic Energy Commission and of United States nationals in this 
question of bil: ateral arrangements will be infinitely strengthened if 

he Anderson-Price legislation becomes law. 

In other words, then the United States Government will have taken 
the lead in this indemnification field and indicated its willingness to 
indemnify its nationals over the amount of insurance. 

it seems to me that you would then have a far better reason for 
asking the foreign nations, if they are to receive the benefits of our 
special nuclear material and know how, and so forth and so on, to make 
similar arrangements. 

The Cuamman. In other words, they should pay for it. 

Mr. Stevens. To put it another way, I do not think we should pay 
for it. In other words, I do not think our nationals or our Govern- 
inent should stand as indemnitors to foreign nationals. It seems to 
me the weight is going altogether too far on our people here. If we 

te to pass the Anderson-Price legislation and that becomes lav’, 1! is 
only reasonable to ask the foreign governments entering into these 
avi -cments for cooperation to do something similar. 

The Cuamman. Mr. Cole. 

Representative Cote. Mr. Stevens, you have always Leen very help- 
ful .o the committee in its problems and I find that is true today as 
previously. 

What do you consider to be the class of persons who are indemnitied 
by the Anderson-Price bill? Is it the persons who are injured from 
an atomic incident, or is it the persons who might be liable for the 
Injury ¢ 

Mr. Srevens. Iam not quite sure I get your question. 

Let me say this, Mr. Cole, and if I am not responsive to your ques- 
tion, please correct me. 

I am not entirely sure I would agree with the view that has been 
expressed that we are going to get into a doctrine of absolute liability. 
I think our courts may very we Il limit that to some questions of negli- 
gence or fault. You have two approaches to the legislation. One is 
the approach of protecting the person or indemnifying the person 
who is lable, or pro bono publico—indemnifying anyone in the world 
who is injured. 

My conception, I think, of this present legislation is that it is in- 
tended to indemnify the operator or supplier or what you will, me} Is 
liable. ‘To the extent that he is not protected by insurance, that i 
In other words, it is the normal business type of liability prides - 
tion, 

Of course, that might possibly leave some holes, such as the classic 
example of the airplane that runs into the reactor and where the air- 
plane company is not insured. I take it that the committee is think- 
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ing of going further so that the protection of the indemnity legisla- 
tion would be extended to that as well. 

Does that answer your question ? 

Representative Cotz. That is very helpful. I can see, as you have 
indicated, that if the objective of the bill is to indemnify all persons 
who might be injured then it removes from the courts or it imposes 
on the courts, rather, the philosophy of absolute liability. 

I am not clear as to what your first suggested revision of the bill 
does do. Would you amplify that a bit? Where you insert the word 
“required” in section 170c. 

Mr. Srevens. That is on page 9, Mr. Cole. 

Representative Cote. Yes. Where you insert the parenthetical ex- 
pression. 

Mr. Srevens. The parenthetical expression at the top of page 10? 

Representative Coz. Yes. 

Mr. Stevens. I see. 

Representative Coin. What is the effect of that ? 

Mr. Srevens. This is the thing we have just been discussing. This 
would cover the type of accident where the airplane runs into the 
reactor and the pilot and the airplane company—say it is a private 
plane—had no insurance. In other words, except in cases of persons 
indemnified who are not covered by financial protection. 

Representative Coir. By inserting the parenthetical expression 
as you have suggested, would the result then be that a claimant who 
might not successfully establish liability on the part of the reactor 
operator could nevertheless reach the airplane owner ? 

Mr. Stevens. Yes. 

Representative Coir. The effect of what you have suggested in 
parentheses would result in a claimant being able to reach the air- 
plane owner and the policy would cover the airplane owner, even 
though the reactor operator were not held liable by the court ? 

Mr. Stevens. That is right. I am going to ask, if you don’t mind, 
my associate, Mr. Kern, to comment on that, because he has been 
studying this provision very intensively. 

Mr. Kern. Mr. Cole, as I see it, the Anderson-Price legislation 
does not in and of itself establish any substantive rules of liability. 
It will only come into play once liability is fixed by the application 
of State law. So that this bill in and of itself does not establish 
absolute liability. The bill only says in case there is liability this is 
what happens. 

So the question as to whether the person injured will recover 
against the airplane company or the airplane manufacturer or whom- 
ever, would depend upon the application of State law. The indemnity 
which is suggested here would only come into play if the airplane 
manufacturer or operator were found liable in the suit by the injured 
party under applicable law. 

Representative Corr. Then you concur with Mr. Stevens that the 
affect of this parenthetical expression is to make available to the 
airplane operator the indemnity which the policy affords to the 
reactor operator, even though the court may not find the reactor 
operator liable? 

Mr. Kern. Yes. If the airplane operator is found liable under 
State law. 
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Representative Cotz. Yes. 

Mr. Kern. That is right. 

Mr. Kitpay. Would the gentleman yield at that point? 

Mr. Cote. Yes. 

Representative Kirpay. Do you regard it as important who is the 
party defendant in one of these actions before the court? 

Mr. Kern. I think that is important. I do not know exactly what 
you are driving at. 

Representative Kirpay. The point I am getting at is are you going 
to have a lawsuit’ against the insurance company as such where the 
recovery might be almost automatic or perhaps the amount exorbi- 
tant? Would the suit be apennes the operator of the reactor rather 
than against the indemnitor ? 

Mr. Kern. In the normal situation the suit would be against the 
operator or the person who was claimed to be liable. The insurance 
company would not be in the picture, as such, as I understand it. 

Representative Kinpay. Depending upon the language of any legis- 
lation which is passed. Would that not be true? That is, whether 
we were assuming a primary liability or whether we were agreeing to 
respond in the event that the party was held to be liable. 

Mr. Kern. It may very well be as provided in the Anderson-Price 
legislation that there w ould be cooperation between the Commission 
and the private insurance companies in a situation where the indem- 
nity of the Government might have application. I should think, 
though, that in the normal case the actual suit itself would in the 
first instance be against the reactor operator or the equipment sup- 
plier and would not be against the insurance company or the Gov- 
ernment. 

Representative Kirpay. That is exactly what I am getting at. I 
want to make sure that the legislation is not in such form that that 
would be the case, that you would not have the situation of a suit 
against the Government or an insurance operator because the amount 
of rec overy might be enhanced thereby. 

Just as in the case of automobile liability insurance, if the suit 
should be against the insurance company rather than the owner or 
operator of the car. This is in such shape that would be true? 

Mr. Kern. I do not see that this bill would change the existing 
situation on that. 

In other words, as I see it, the suit would not be against the insurance 
company or the Government in the first instance. 

Representative Cote. Does the bill make the United States Govern- 
ment a necessary or a proper party defendant to any litigation ¢ 

Mr. Kern. No, I do not see that it does. The only way that the 
United States Government can get involved is in the event that liability 
is fixed. The only way you fix liability i is by having the injured person 
sue somebody he claims caused the injury. 

Representative Corr. That is the only way the reactor operator can 
become involved by establishing liability. 

Is it your opinion, then, that the United States Government would 
not be a proper party defendant to any litigation arising out of a 
nuclear incident ? 

Mr. Kern. I think it would be a proper party in an action which 
would come in under subsection (e). 
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In other words, if the application were made to the court having 
jurisdiction in bankruptcy for an order under subsection (e), then 
I think the Government, through the PORES, would be probably 
not only a proper but a necessary party. I do not think in the situa- 
tion of the suit for negligence or the suit for damages in the first 
instance that the United States Government would be a proper party. 

Let us say that the claims would not exceed the aggregate amount 
of required financial protection. Suppose the suit was for $100,000, 
and that was all the claims there were. The Government indemnity 
would not come into play. In that situation I certainly do no* see 
where the United States Government would be involved in the private 
litigation. I think it would be involved only if subsection (e) or (h) 
came into play. 

Representative Corr. The liability of the Federal Government 
attaches, then, only when the financial coverage by the reactor opera- 
tor, through either his own resources or insurance protection, have 
been exhausted, even though the reactor operator may still have assets 
remaining. 

Mr. Kern. That is the way I read it—financial coverage meaning 
the financial protection required by subsections (a) and (b). 

The Cuamrman. Mr. Price. 

Representative Prick. No questions. 

The CHatrmMan. Mr. Kilday. 

Representative Kitpay. I have no questions, 

The CHairman. Thank you very much, Mr. Stevens. 

Representative Corr. May I ask Mr, Stevens to suggest to me 
language which he might include in the bill I have introduced to 
attempt to solve the American producer selling abroad through a 
bilateral agreement? You have suggested something along the line 
of the Anderson-Price bill might be included in that. 

Mr. Srevens. I think it might, Mr. Cole. I frankly have not had 
a great deal of time to study your bill very carefully, but if you 
would like I should like to submit a memor: ania to you with some 
suggestions. 

Representa tive Cote. I would appreciate it very much. I will not 
go into it now because it is not directly pertinent to this bill, but I do 
think it is a very important problem and some solution must. be 
found. 

The Cuamman. Mr. Ramey would like to ask a question. 

Mr. Ramey. I have one question as to the right of the Government 
to intervene under subsection (h) where the indemnity amount is 
involved. The Government not only has an obligation to collaborate 
but it also has the right to take over the conduct of a case. That 
would be after the indemnity were assumed. 

Mr. Kern. That is the point I was making, Mr. Ramey, before. 
In the event that it appeared that the Government indemnification 
were to come into play, then the Government would have definitely 
the rights set forth in subsections (e) and (h). 

Representative Kitpay. I do not believe that is the question Mr. 
Ramey asked, is it? He was referring to the right of the Govern- 
ment to take over. I assume that is similar to the regular provision 
to go back again to the automobile liability in order to avoid, per- 
haps, collusion between the plaintiff and defendant with the Govern- 
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ment later having to respond. The Government would have the right 
to come in and adequately defend the case. 

Mr. Kern. There is no question that between subsection (e) and 
subsection (h) if it appears that the United States would have to 
respond under its indemnity agreement, it very definitely comes in 
and takes over the suit if it so desires. There is no question about 
that. 

Representative Kinpay. They can take over the defense without 
becoming a party to the suit. 

Mr. Kern. That is right. 

Representative Kinpay. I understood that to be Mr. Ramey’s ques- 
tion. 

Mr. Kern. They would be an intervenor in that situation. 

Representative Kitpay. I do not mean intervenor. What I am at- 
tempting to avoid is keeping the Government from there, with the 
idea, what difference does it make how much judgment we give here, 
this defendant it not going to respond, the Government or the in- 
surance company will respond. I take it is properly written to 
avoid that. 

Mr. Kern. I do not see at all that the United States would be in a 
position of being a party defendant in the liability suit. 

Let us say in the negligence action; I do not see that it would 
be a party to that action ‘although it might have a right to take 
over the defense and handle the case and make settlements and do 
anything it would consider advisable. 

Representative Corr. When would be the appropriate time for the 
Federal Government to express its interest in the litigation? Does 
it have to wait until the aggregation of all the adjudications approach 
the insurance coverage before the Federal Government can come in 
and share in the defense / 

Mr. Kern. The bill more or less leaves it up to the discretion of 
the AEC. 

Representative Cote. Then if that is so, it would be possible for the 
AKG, if that is the agency representing the Federal Government, to 
participate in the initi: al litigation in the first claim. 

Mr. Kern. Not as a party. But they definitely could participate 
under subsection (h) at any time. 

Representative Kitpay. For its own protection as a practical prop- 
osition it would have to defend all suits from the beginning, would 
it not ? 

Mr. Srevens. Don’t you think that will be pretty well defined? In 
the unlikely event that you have a nuclear incident of substantial 
magnitude, is it not going to be a sort of Texas City case? Isn't 
everybody going to know as we did in the Texas City situation that 
there is a creat “possibility of exceeding the insurance coverage ? 

Represent: itive Kipay. They just divide up what is available. 

Mr. Srevens. It will be such a case that the Government will prob- 
ably want to step in. 

Mr. Ramey. Subsection (h) provides language saying: 

Such indemnity agreement shall provide that when the Commission makes 


a determination that the United States will probably be required to make 
indemnity payments under this section, the Commission’s * * * 
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et cetera, shall collaborate and shall have the right to take over the 
case. 

Mr. Kern. Yes. 

Mr. Srevens. In other words, it is put on the basis of the ussess- 
ment of your contingent liability, really. 

Representative Cote. That does not square with Mr. Kern’s inter- 
pretation of the time that the Federal Government can participate in 
the defense. His interpretation, as previously indicated, was that 
the Atomic Energy Commission could move in at any time. 

Mr. Kern. At any time that the Commission determines that the 
claims would probably exceed the financial protection. My state- 
ment might have been incomplete there and hence misleading. In 
the case of a small incident where it was clear that under no possible 
circumstance could liability exceed $100,000 in aggregate, then I do 
not see that the Government would come in under subsection (h). 
I might have been unclear in my former statement. I meant it couid 
come in at any time it determined that it would probably have to 
indemnify. 

The Cuarrman. Thank you very much, Mr. Stevens and Mr. Kern. 

The next witness is Mr. Ambrose Kelly, General Counsel of As- 
sociated Factory Mutual Fire Insurance Companies. 


STATEMENT OF AMBROSE KELLY, GENERAL COUNSEL, ASSOCIATED 
FACTORY MUTUAL FIRE INSURANCE COS. 


Mr. Ketry. Mr. Chairman and members of the committee, I am 
Ambrose Kelly, general counsel of the Associated Factory Mutual 
Fire Insurance Cos. I had the pleasure of appearing before you 
last year when you had somewhat similar legislation up for con- 
sideration. 

I have prepared a statement which I believe has been made avail- 
able to you. In order to save time I will read from the statement 
and then be happy to answer any questions you may care to ask. 

The Cuarrman. You may proceed. 

Mr. Ketxry. The Joint Committee has before it Senate bill 715 
and House bill 1981. These are identical bills intended to make 
it possible for the Atomic Energy Commission to supplement 
private insurance on nuclear installations so that, in the unlikely 
event of catastrophic loss which exceeds the capacity of private in- 
surance companies, members of the public who suffer loss will be 
indemnified. The program of indemnity contemplated by these bills 
will apply both to licensed activities and to contractors who may be 
doing work for the Commission. Such legislation is badly needed 
and its enactment is essential if civilian use of atomic energy in the 
United States is to keep pace with worldwide developments in this 
field. 

The Factory Mutual Companies, whom I represent, are a group of 
mutual property insurance companies which is a major factor in the 
insurance of industrial property in the United States and Canada. 
Many of our policyholders are quite active in the atomic field. They 
include manufacturers of research and power reactors, operators of 
fuel element fabrication plants, isotope processors and manufacturers 
of all types of equipment needed for the atomic program. We in- 
sure several public utility plants, including some that have already 
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announced their intention of building and operating nuclear 
reactors. 

I might say this week we bound $8 million worth of insurance on 
a research reactor which is already in course of construction. 

Representative Corr. What reactor is it ? 

Mr. Keruiy. This happened to be the General Electric reactor at 
Vallecitos, Calif. 

Our companies are all members of the Mutual Atomic Energy Re- 
insurance Pool and we will participate fully in its activities. They 
are also members of the Nuclear Insurance Rating Bureau and will 
use its forms and rates in providing coverage for direct damage on 
atomic risks. Our. interest in the subject is, therefore, much more 
than academic, since, even now, we are binding coverage on fuel-fab- 
rication plants and other installations. We anticipate that our com- 
panies will play an active part in providing property insurance pro- 
tection to American industry as it moves into the atomic age. 

When I wrote this I had the original draft of Senate 715 and the 
proposed bills. The proposed bills are very similar to those which 
were under consideration by your committee last year at this time. 
Report No. 2298, which you transmitted to Congress on June 22, 
1956, to accompany S. 4112, contains a careful statement of the basic 
problem and the purposes of this legislation. It was the committee’s 
intention, set out on page 8 of the report, to provide protection for 
the operator of a reactor on other property which he might also own 
and which could be exposed to contamination as the result of a nu- 
clear incident. The committee used the example of a small research 
reactor located on the campus of a university. Similar examples 
might be found in industry, where millions of dollars in industrial 
property could very well surround a research reactor located on the 
plant premises. 

Although from the report it was obviously your intention to pro- 
vide indemnity for damage to property of operators of nuclear facili- 
ties located at the site of and used in connection with the activity 
where the incident occurs, the proposed wording of the bill does not 
accomplish this end. It merely provides indemnity from public lia- 
bility and it then excepts from public liability damage to such 
property. 

The Atomic Energy Commission, in its study of Senate 715, ap- 
parently reached the same conclusion, since the proposed redraft of 
Senate 715 which they submitted attempts to clarify this point. The 
terms “indemnity” and “indemnification” are defined on page 2 of 
their bill to mean an obligation to pay— 
the persons indemnified for damage to any of their property other than that 
located at the site of and used in connection with the licensed activity where 
the nuclear incident occurs. 

The definition of the term “public liability” in the original bill is 
amended by striking out the reference to claims for damage to 
property. 

In order to make the intent of Congress crystal clear one small fur- 
ther amendment is required in section 170c. This should read as 
follows: 


ce. The Commission shall, with respect to licenses for which it requires financial 
protection, indemnify and hold harmless the licensee and any owner, operator, 
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user, manufacturer, designer, or builder of any facility or any part thereof to 
which such license applies, and any supplier of equipment, material or services 
used by such licensed activity as their interest may appear from public liability 
or property damage arising from nuclear incidents which is in excess of the 
amount of financial protection required: Provided, That such indemnification 
shall apply to all claims which may be made for bodily injury or property damage 
which result from nuclear incidents occurring during the license period which 
are discovered and for which claims are filed subsequent to the period for which 
private insurance coverage is available; and shall also indemnify and hold harm- 
less any other persons indemnified from all public liability arising from nuclear 
incidents: Provided further, That the aggregate indemnity for all persons in- 
demnified in conection with each nuclear incident shall not exceed $500,000,000. 
The Commission shall enter into a contract of indemnification with each of the 
above described licensees for which indemnity is provided, which shall cover 
public liability or property damage arising out of or in connection with the 
licensed activity. 

The purpose of the additional words “or property damage” added in 
two places in section 170c is to make it clear that property of the reactor 
owner or operator, damaged as the result of an incident at a licensed 
facility and for which he is not legally liable, can be included within 
the protection of the Federal indemnity program. 

Let us illustrate: Assume that a research reactor is built by a large 
university on its campus. We have this actual case since we insure 
Massachusetts Institute of Tec ‘hnology which is currently building a 
research reactor. Surrounding it are buildings and contents with a 
value of $75 million owned by the university. The reactor is insured 
in the factory mutuals and reinsured in the mutual pool for $5 million. 
In the event of an incident, however, there m: iy be heavy contamination 
to the other buildings on the campus. There cannot be a liability 
claim, since the damage is the property of the reactor operator. The 

capacity required for full protection is beyond that of private insurers. 
In this case the Federal indemnity program should provide protection 
and the redrafted bill will do so. 

It has seemed to me that vou have consistently felt in all of your 
statements on this proble m that such protection should be furnished. 
The problem here is to make certain that the act is so drafted that 
it will carry out the intent. 

The private property insurance companies have made available in- 
surance capacity in amounts never before attained on any single risk 
anywhere in the world. However, it seems clear from the testimony 
of the experts that there is a possibility of catastrophic loss which 
would go beyond even such massive protection. We, therefore, feel 

that it is imperative, if our atomic energy program is to go forward, 
that this bill be enacted. We feel that the amendments which we have 
suggested will carry out the intent of the committee and provide essen- 
tial protection for the public and those working in the atomic field. 

Respectfully submitted, Associated Factory Mutual Fire Insurance 
Companies: Arkwright Mutual Fire Insurance Co., Boston: Black- 
stone Mutual Insurance Co., Providence: Boston Manufacturers Mu- 
tual Insurance Co., Waltham; Firemen’s Mutual Insurance Co., Provi- 
dence: Industrial Mutual Insurance Co., Boston; Manufacturers 
Mutual Fire Insurance Co., Providence: Philadelphia Manufacturers 
Mutual Insurance Co., Philadelphia: Protection Mutual Insurance 
Co., Chicago. 

Thank you very much. 

The Cuairman. Thank you very much, Mr. Kelly. 
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Have you had the time to study the changes in the bill as suggested 
by the Atomic Energy Commission ? 

Mr. Ketiy. I have had some time, Mr. Durham. I would say I 
have been over it 3or4times. I have not had as much time as I would 
like because it reached me late Monday afternoon and I had unfortu- 
nately other things I had to be doing yesterday. 

However, by and large Iwould say that we feel that the changes 
suggested by ‘the Commission would not be objectionable from our 
standpoint and we feel that in some instances, at least. they have 
clarified the bill. There were some sections in the original draft 
which I found it somewhat hard to follow. I think as redrafted it 
is somewhat clearer than the original bill. 

The CHairman. Mr. Cole. 

Representative Cole. Assuming the adoption of the amendments 
you have suggested with respect to property damage suffered by a 
reactor owner but not related to the reactor operation, does it mean that 
the property owner, since he is barred as a claimant against the re- 
actor owner— 

Mr. Ketiy. Barred against himself. 

Representative CoLe (continuing). Is available to reach the Fed- 
eral liability ¢ 

Mr. Ketiy. Yes. That was the whole purpose of our proposed 
amendment. That is, to make it possible for the reactor operator who 
has other surrounding property of very substantial value to execute 
an indemnity agreement with the Federal Government which will not 
only provide protection for him from third-party liability above the 
amount of the private liability insurance available, but will also make 
it possible for him to secure protection against damage to his own 
property other than the reactor installation or the nue ‘Jear installation, 
if it is other than a reactor. A critical assembly testing facility, for 
example. 

Representative Cote. So the Federal indemnity liability would ac- 
crue even though the amount of insurance protection has not been 
exhausted. 

Mr. Kexiy. There would be no insurance protection on the particu- 
lar property covered under the program against the hazard of radio 
active contamination. This is something on which the property in- 
surance business is not in complete agreement. But there is a substan- 
tial body of opinion in the industry, of which my companies are a 
part, which feels that it will be essential that we exclude from our 
normal coverage damage from radioactive contamination originating 
off the premises. 

Let me put it this way, Mr. Cole. We insure hundreds of millions 
of dollars in property in the industrial district in Chicago. It is 
located not too far from the Dresden project. We have no qualms 
whatever about that. We know the people who are building it. We 
know every posible safeguard is being taken. But if there should be 
a fire at the reactor when completed, which resulted in an incident 
and a release of fission products, we might have, very, very substan- 
tial damage from radioactive contamination in the industrial district 
which stands in the path of the prevailing winds from the site of 
the Dresden project. 
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We would like to exclude from our normal fire and windstorm 
properties on that property damage from radioactive contamination 
with the thought that if such an incident occurred and they did suffer 
damage they would then bring their claim against the owner or opera- 
tor of the reactor and he would secure recovery from his private 
liability insurance, plus the Federal indemnity program proposed in 
this legislation. 

What we are concerned with here—and I think the whole purpose 
of your program—is the catastrophic loss. What we would think 
as normal loss, even a $5 million, $10 million, $50 million loss, the 
insurance business can handle within its present facilities. We have 
given many instances of that. We are not concerned with it. What 
bothers us is the catastrophic loss. We would like to see this program 
so set up that when the catastrophic loss occurs, if it ever does, and all 
of us hope it never will, that top layer of loss will not fall on the insur- 
ance companies because, frankly, our group of companies could not 
take it. 

We try to check the risks we insure very carefully. We try to 
establish what we call the PML, the possible maximum loss. We count 
on the protection available, the separation between buildings, firewalls, 
all of the other factors that are involved in fire or explosion insurance. 
Those we understand and we can handle. We can say of a property 
that we have insured for $100 million that the possible maximum loss 
there is no more than $15 million. But when we come to radioactive 
contamination from an outside source, we feel that we are unable to 
determine the possible maximum liability and we feel that the only 
place adequate protection can be secured is under the Federal in- 
demnity program. 

The Cuarrman. I believe yesterday Mr. Haugh said that whatever 
accident happened to a reactor and radiation was released, that under 
the policy they were writing, the radiation damage from that acci- 
dent, which might be in Maine while the reactor was in Wisconsin, 
would be covered. 

Mr. Ketty. His policy will cover that. 

The Cuarrman. Yours will not? 

Mr. Ketiy. We are insuring a specific plant itself. If we are insur- 
ing a reactor we and all other companies in this field expect to include 
damage from radioactive contamination. If we have a reactor here— 
let me use General Electric as an example because it is a concern for 
whom we carry some insurance—if we have a reactor that they own 
here, we are perfectly willing to insure that for radioactive con- 
tamination. 

But a mile from it or 2 miles from it is the main Schenectady 
plant where we are carrying perhaps $500 million of insurance spread 
over a whole complex of buildings. If there is an incident at the 
reactor which does damage at the plant and this reactor is being oper- 
ated by General Electric, it cannot get any protection under Mr. 
Haugh’s policy because it cannot sue itself. It is the owner of the 

roperty which is damaged as well as the operator of the reactor. 
t has no liability to itself. It has no protection under its liability 
policy and no protection under the Federal indemnity program un- 
less you take this additional step of covering property damage for 
property owned by the reactor operator even where there is no lia- 


bility. 
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Representative Coz. So that the immediate source of recovery 
would be the Federal Government. 

Mr. Ketty. That is correct, sir. 

Representative CoLz. Irrespective of the amount of claims which 
GE might have to pay under its normal coverage! 

Mr. Ketiy. That is right. 

The CHarrmMan. W i” you submit a copy of your policy for the 
record ¢ 

Mr. Ketty. I do not know whether Mr. Berry and Mr. Black yes- 
terday submitted a copy of the policy which has been drafted by the 
Nuclear Insurance Rating Bureau, but as members of that bureau 
we would use exactly the same policy as they would use. 

Representative Core. Wouldn’t your policy be the same as Mr. 
Haugh’s? 

Mr. Keiiy. No. His is a liability policy. We are insurers against 
direct damage. Our companies insure against fire, windstorm, ex- 
plosion, and in the new form which is being drafted for nuclear in- 
stallations we will cover it against any steam boiler explosion, explo- 
sion of the pressure equipment, or an incident which results in the 
release of radioactive products. For example, let us take the inci- 
dent which was recently reported in Idaho where there was an acci- 
dent at a reactor which subehaihiotie destroyed the reactor. There 


was, so far as I know, no outside damage to anyone else’s property. 

If we had a private reactor under the same circumstances, our com- 
panies would pay all of the loss and Mr. Haugh’s companies would 
pay none of it, because we would be insuring the reactor itself which 
would have been badly damaged, if not destroyed. There was in that 


case as I understand it no outside damage. 

Representative Cotz. You insure only the property of the reactor 
owner ¢ 

Mr. Kewxiy. That is right. 

Representative Cote. Of an accident that might occur from within 
the reactor itself? 

Mr. Ketty. That is correct. Or from the standard perils of fire, 
windstorm, and so forth, that we now cover. 

Representative Cote. You have heard about the airplane example. 

Mr. Ketty. Yes. 

Representative Coz. Would your policy protect the reactor owner 
in that event ? 

Mr. Ketiy. Yes. For the reactor itself. If the airplane crashed 
into the reactor and was responsible for release of fission products 
which substantially destroyed it, our policy would cover the damage 
to the reactor itself completely. It is an all-risk form. The major 
exclusions in the form are the war risk exclusion which, as you know, 
we include in practically all property damage policies, and the earth- 
quake exclusion. There are a number of others, but those are the 
major exclusions. 

Representative Coir. Lightning? 

Mr. Ketry. No; lightning is included. 

Representative Coin. A damage caused by a trespasser ? 

Mr. Ketiy. I would say so; yes. We are writing an all-risk con- 
tract and there is no exclusion which would apply to even sabotage, 
which would be covered. We get to the distinction between sabotage 
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and an act of war. An act of sabotage in war we would probably ex- 
clude. But if you have what we would think of as malicious mischief 
in time of peace we waquld cover. 

We have tried to give a broad blanket of protection, and this is 
true of all companies in the property insurance field, not just mine— 
I do not want to claim any undue credit here. 

The CuarrMan. Senator Anderson. 

Senator Anperson. If you are only covering the property, why 
can’t. you estimate your losses? Why do you have any doubt as to 
how large your loss might go / 

Mr. Kerry. As far as the reactor itself is concerned, we have no 
doubt. We know. We can issue a policy for $380 million or $20 mil- 
lion. In the case I mentioned it was for $8 million. We know what 
our liability is. But when we have, in a surrounding area, other 
property which we insure. We do not insure it on the Saoelh atomic 
policy at all. We insure it against our standard perils, fire, explosion, 
and windstorm. What bothers us, of course, is that if there should be 
a fire, Senator, which results in a runaway of the reactor and a release 
of fission products, we cover without any question the damage to the 
reactor. But now the man over here was has a standard fire policy 
claims under the proximate clause rule that the contamination to his 
property was the direct result of a fire. As you know, the fire does 
not have to be on your own premises for the loss to be covered. If 
you have your dwelling house insured, for example, your recover for 
damage caused by smoke from an adjoining house on fire which dam- 
ages your property. 

So in this case that we are talking about, this tremendous amount 
of surrounding property which might run over a couple of hundred 
square miles, might all be damaged by contamination, and an effort 
be made to claim for that damage under the proximate clause rule. 
I discussed this at some length before the American Bar Association 
a couple of years ago. I felt that under the rule of reasonable proba- 
bility set out by Judge ¢ aon in the Black Tom case, there was at 
least a question as to whether or not the insurance companies would 
have to pay. I want to assure 908 that it would probably have to be 
tested in the courts, depending on how close the reactor was and 
whether or not there was any other intervening cause. We are talk- 
ing about hypothetical cases now. An actual case would have to be 
considered on its own merits. 

Senator Anprrson. Who is going to pay the loss in Chicago if 
anything happens to Dresden ? 

Mr. Ketry. If anything happens to Dresden and it causes damage 
to property outside of the reactor installation it will come in under 
your third party hability coverage, except if Commonwealth Edison 
has another powerplant which is located 10 miles away which suffers 
heavy damage, it cannot sue itself. It has no liability claim. That is 
the hole, as T see it, that vou need to plug. 

Senator Anperson. Can we start with the Dresden plant / 

Mr. Ketry. Surely. 

Senator AnpErson. Sey vou have it covered for fire hazard and so 
forth under an all-risk policy. 

Mr. Keiry. Yes. 

Senator Axverson. Let vs ascume something that will not happen, 
namely, that the Dresden plant blows up. . 
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Mr. Ketiy. Yes, 

Senator ANpERSOoN. You will assume the responsibility for restoring 
the $45 million investment they have in that ¢ 

Mr. Ketiy. That is correct. 

Senator Anperson. Twenty miles away Commonwealth Edison has 
another plant. It is damaged as a result of this. 

Mr. Ketiy. That is right. 

Senator Anperson. It is also insured in your company. 

Mr. Ketry. Yes, sir. 

Senator AnpeRson. Or a group of your companies, whatever it 
may be. 

Mr. Keniy. Yes, sir. 

Senator Anperson. Would I understand that under the provisions 
that have been suggested by the Atomic Energy Commission that 
your company would have no liability in the second plant ? 

Mr. Keitiy. We expect, Senator, to endorse all of our policies to 
deny liability. We have not done so yet, but there has been a great 
deal of discussion in the industry. We expect to endorse all of our 
polices covering ordinary property, including your house and your 
store and Commonwealth Edison’s generating plant 20 miles away 
from Dresden, to exclude radioactive contamination. 

Senator Anperson. To exclude it? 

Mr. Kruiy. Yes, sir. 

Senator ANperson. That is what we are trying to get. If you 
excluded it, then, the second factory is not covered. 

Mr. Ketiy. That is correct. 

Senator ANperson. Who pays the loss? 

Mr. Keuiy. That loss is paid by the private insurers of Dresden. 
That second factory, then, if it is not Commonwealth Edison, has a 
liability claim. 

Senator Anprerson. Can we just stick to what it was? 

Mr. Ketriy. Yes. If it is Commonwealth Edison the only place it 
could recover is under this proposed bill if the bill is so drafted that 
it covers that other property of the reactor operator. 

Senator ANpeRson. Who pays the loss ¢ 

Mr. Ketiy. The Federal Government. 

Senator Anprerson. The Federal Government, that is right. We 
have heard so much about private enterprise. You spoke of dis- 
cussing something with the American Bar Association. You prob- 
ably have seen the American Bar Association has come out vigorously 
in favor of private enterprise. 

Mr. Kevtiy. We are all in favor of private enterprise, including 
you. 

Senator Anperson. Was Mr. Cisler in favor of private enterprise / 
Did he make an agreement yesterday to take $9 million out of the 
Federal Treasury ? 

Mr. Ketiy. Sure he is for private enterprise. 

Senator Anperson. | judge if you want the Federal Government 
to take this loss that you are not too enthusiastic about the private 
enterprise paying it. 

Mr. Keiiy. We are not in this case too enthusiastic about private 
enterprise paying it because we feel that private enterprise might 
not be able to pay it. 
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Senator Anperson. You do not mind collecting the premium. 

Mr. Ketuy. We are not going to be collecting premiums for this 
loss. You see, sir, the policies which we now issue for fire and ex- 
tended coverage are at premiums which over the last year have not 
been adequate to pay those losses. 

Senator Anperson. You cannot blame that on the Atomic Energy 
Commission or t'e committee. 

Mr. Ketiy. We have no loading in our rate now for radioactive 
contamination. The hazard has never existed up until now for this 
possible damage from radioactive contamination. We are not going 
to increase our rates to cover that additional hazard. We would 
find it very difficult to estimate how much it should be. We want to 
continue to insure that risk. That is, this Commonwealth Edison 
generating plant against the hazards we insure against now at the 
rates we charge now, or such other rates as may be made necessary 
as our experience develops. 

Senator Anperson. I am only trying to find out who is going to 
pay some of these losses. You say now that if Commonwealth Edi- 
son, if you have insured the Dresden plant and it blows up, that you 
will pay up to whatever you have covered there. 

Mr. Ketty. We will pay for the value of the Dresden plant which 
they have insured with us and we got the premium. 

Senator AnpERson. We will say 10 miles away there is a Common- 
wealth Edison plant and you don’t pay that. You have excluded 
that radiation damage from your policy ¢ 

Mr. Ketry. That is right. And we have collected no premium 
for it. 

Senator Anprerson. A company is carrying the liability on the 
Dresden plant which causes that damage over there; does it pay for 
it? 

Mr. Ketiy. No. Our common-law rules of legal liability say that 
a man cannot collect from himself. 

Senator Anprerson. The Commonwealth Edison faces a responsi- 
bility that all of its property in and around Chicago will not be 
fully insured unless the Federal Government takes it over. 

Mr. Ketry. That is correct. Let me throw in one further qualifi- 
cation, Senator. You are correct in your statement. 

Senator Anperson. That is what I want to get. 

Mr. Ketuy. We have discussed in our group and with some of the 
other private insurance companies this question of writing radioactive 
contamination coverage for Commonwealth Edison on this other 
generating plant. We would be perfectly willing to do so up to our 
combined capacity. 

In other words, if we have this small case of a research reactor at 
MIT, which we are going to insure for $5 million, and they wanted to 
buy $40 million in radioactive contamination coverage on the other 
buildings of MIT, we could sell them that. We can find that much 
capacity in the private insurance business and as far as we can go we 
will. But if they should happen to need $100 million, we have to 
throw up our hands and say to them, you have now gone beyond the 
capacity of the private insurance companies. You have to turn to 
the Federal Government if there should be a disaster of this kind. 

Senator Anperson. Let us go on a step from that. We find now 
that Commonwealth can recover for its plant. It would have some 
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difficulty on its plant 10 miles away. Forty miles away from that 
reactor is the loop in Chicago and the area that you have referred to. 
Radioactive contamination settles on all the walls and corners of the 
Merchandise Mart. Who pays that? 

Mr. Ketiy. That will come in under your third-party liability 
program. 

Senator Anperson. I want to know who pays it? 

Company X has this liability policy down at Dresden. 

Mr. Kertiy. Company X will pay until it is exhausted. 

Senator Anperson. They have $60 million on it. 

Mr. Ketry. That is right. 

Senator Anprrson. The damage to Chicago is going to run $200 
million. 

Mr. Ketty. Yes, sir. 

Senator ANpErson. Who pays to clean the walls, let the people move 
out of the Merchandise Mart until it is safe to move back in again, 
spend a year standing idle, with the rent continuing? I suppose use 
and occupancy claims would come in. Who pays that? 

Mr. Ketty. If there were $200 million in damage and $60 million 
in private liability insurance, in both pools, 60/200 would be paid by 
the private insurance companies which collected the premium and the 
140/200 would be paid under the bill you proposed. 

Senator Anperson. By the person who did not collect the premium ? 

Mr. Ketty. By the person who did not collect a premium for it; 
that is right. 

Senator Anperson. In addition to that there is a substantial loss of 
life. 

Mr. Ketuy. Yes. 

Senator AnpErson. And people have some suits over that. 

Mr. Ketuy. Yes. Let us say we assumed $100 million in personal 
injuries and death claims, you then have a total of $300 million in 
possible claims, of which one-fifth, $60 million, would be paid by the 
private insurance companies, and the remaining $240 million would be 
paid by the Federal Government under the bill which you have intro- 
duced. 

Senator Anperson. If there should be this airplane that dropped 
out of the skies on this reactor, then your company would not be liable, 
would it, in the initial instance? 

Mr. Ketiy. Yes; for the damage to the reactor itself we would. 

Senator ANnperson. That you would be liable for still ? 

Mr. Ketiy. Yes. 

Senator Anprerson. There is nothing in your policy that excludes 
these things dropping from the sky ? 

Mr. Ketiy. No, sir. As a matter of fact we cover that in all of our 
standard contracts and we would cover it now. 

Senator Anperson. But when it got to the Loop and the airplane 
dropped out of the sky, then the Government would take the whole 
$200 million of damage plus a hundred million of public lability. 

Mr. Kexiy. There is a very interesting question. If you had an 
atomic powered plane with a reactor in it which dropped out of the 
sky. 

Senator Anprerson. No. You will not have to worry about that for 
10 years tocome. Let us get over this decade first. 
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Mr. Keiiy. If the airplane hits the reactor and you have fission 
products released which fall on the Loop, then the damage which 
occurred as a result of that incident would either be paid under the 
Federal indemnity program or if any negligence could be shown, 
against the reactor operator—if I were the attorney for one of the 
peaple who suffered the loss—I would sue both. 

Senator ANpERSON. What is that ? 

Mr. Kexry. If I were the attorney for the claimant,.I would bring 
suit against the owner of the plane, the pilot of the plane, the operator 
of the reactor, and anyone else that my investigation showed might 
be involved, letting the facts to be developed as the case went along. 

Senator Anperson. That is just par for the course. 

Mr. Keiiy. That is par for the course. 

Senator AnpErson. We all do that in the insurance business. 

Now, having done that, this is a private flier who has $5,000, which is 
not enough to spit in the dust about: he is the only guy that really is 
liable. 

Mr. Keuiy. Yes. 

Senator ANpERSON. Because he cannot prove whether he was or 
was not liable. 

Mr. Kevriy. Let us make a strong case. He took off against instrue- 
tions from the tower: he was drunk, and so on, and then he flew into 
the reactor. 

Senator Anperson. That is right. You could not prove any lability 
on the part of the people who operate the reactor. 

Mr. Kevziy. That is right. 

Senator ANpERsON. So the $50 million or $60 million that the stock 
company and the mutual company pools have raised together with 
Lloyd’s reinsurance out of London is not liable at all and the Govern- 
ment is liable for that, plus the $100 million; is that right ? 

Mr. Keury. I think that is correct, Senator. What would you 
prefer, that these hapless individuals who owned property there not 
be paid by anyone’ Inthe Atomic age, should these people who just 
happened to be living there 20 miles ‘from the reactor suffer the loss. 
If someone does not indemnify them the impact of this loss falls on 
them. Doesn’t society as a whole in the last analysis have an obliga- 
tion to protect them? By society we move ultimately up to the Fed- 
eral Government, our highest form of political organization—either 
this loss falls on those individuals who just happened to be there 
or it is paid by the Federal Government. 

Senator Anprerson. Was the Government responsible for them lo- 
cating that reactor at Dresden / 

Mr. Ketriy. No, sir. 

Senator Anperson. Then why should the Government pay ? 

Mr. Keviy. Because there is no one else left. 

Senator Anperson. That is the theory under which we do a great 
many things. 

Mr. Key. Is that the answer? 

Senator Anperson. No, I do not think it is. 

Mr. Keitiy. Who should pay, Senator ? 

Senator Anperson. I think you ought to be able to get some in- 
surance on the fact that you have built this reactor there and you 
should not be able to deny liability when you cannot prove that it 
is the fault of the person who created the reactor. 
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Mr. Ketty. You are moving into the theory of absolute liability. 
Senator Anprerson. Exactly. We have done exactly that in Work- 
men’s Compensation. If a man is working in the factory and him- 
self sticks his hand into a machine, he still collects. 
Mr. Ketiy. There are some cases, I believe—I know you are an 
expert in the compensation field. 


Senator AnpersON. I have tried it in court and every other way. 

Mr. Ketxixy. There are possible exceptions. 

Senator Anperson. I noticed a television film the other night where 
a fellow’s automobile was next to a trolley line and they said don’t 
get out of it, jump clear of it, and so forth, and I told my wife, I 
knew all about that. We paid on that. We had a man on a grader 
who bumped into a power line. He should not have bumped into 
it. He shoved his shovel right into it. Of course, the thing was very 
active. A foreman came to him and said “jump clear, jump clear.” 
He said, “I will get off as I want to. I am scared of this thing.” The 
foreman said, “jump clear,” but the man stepped his foot on the 
ground and was killed. 

Do you suppose my insurance company avoided paying the full 
amount of the death penalty with all the children and all of the 
rest of it? We paid every dollar of it in full. 

I hope somewhere in this program we don’t get to the point where 
it is to the financial advantage of the insurance company every time 
to show that the operating company running the reactor was not at 
fault, that it was Uncle Sam’s fault in every instance. 

I have the letter here from the Commonwealth Co. saying—this is 
the letter sent to Mr. Durham and I am sure it is in the record—rec- 
ommending that there be no change in the indemnity regulations, that 
the tentative premium rates quoted by the insurance to cover the third- 
party liability rates— 
are considerably higher than we anticipated in figuring our economics of the 
project. 

They add: 

The initial premium would be $250,000 for $50 million of liability coverage. 
However, we plan to try to live with the rates that are quoted. 

I commend Mr. Gale and his company for their decision to try to 
live with these rates as quoted. I am trying to find out what the 
insurance company is going to assume in the way of liability for the 
$250,000. If all it is going to do is to be able to set up an elaborate 
defense that shucks it off on the Federal Government every time, then 
the Federal Government might do better to write a complete Federal 
insurance policy in the beginning. Is that what you are trying to get 
us to do? 

Mr. Ketry. I certainly am not, as I think you realize. 

Senator Anprerson. We are close to it. 

Mr. Keiiy. Senator, in discussing a problem of this kind it is easy 
to imagine these incidents like the plane operated by the private pilot 
who is drunk, and so on, who crashes into the reactor. But those of 
us who have been in the insurance business, and I include both of us, 
know that the ordinary claim is not one of these exceptional cases, in 
this field, and I commend to you—and I know you have undoubtedly 
already studied it—the exhaustive study made by Columbia Univer- 
sity on financial protection. 
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Senator Anperson. That is excellent. 

Mr. Kertxiy. They point out that undoubtedly the courts, if they do 
not come to a rule of absolute liability, are at least going to throw all 
of the burden on the reactor operator and owner to prove that there 
was absolutely no negligence on his or their parts. I have a strong 
feeling that, if we stop worrying about some of the hypothetical cases 
and go ahead with the program, you are going to find that almost all 
of the claims are paid by private insurance; and I would think you 
might operate for 10 years after this bill is passed and never have a 
single dollar paid by the Federal Government. 

Senator ANperson. Or by the private companies. 

Mr. Ketry. In all of the studies that have been made, it is indicated 
that this possibility of a catastrophic loss, which is what we are 
worrying about and which is responsible for your bill, is extremely 
remote. We, for example, are in the property-insurance field. We 
are going to be insuring that reactor. The claims we are going to 
pay, I am convinced, are not going to be from runaway reactors and 
discharge of fission products. They are going to be from the careless 
handling of flammable liquids. They will be from faulty electrical 
equipment which results in a fire. They will be because somebody 
was careless with combustible material. They will be just the same 
claims that we would pay if we were insuring any other type of plant. 
1 think you are going to set this program up—and I sincerely hope 
that it is enacted—so that we all try to see that all of these possibilities 
are safeguarded against. Then you are going to operate for years 
and the Federal Government is not going to pay anything—TI hope. 

Senator Anperson. I know Mr. Cole wanted to ask a question. I 
only want to say to you that as far as I am concerned I was hopeful 
that what we were doing was trying to set up a bill, an act of law which 
would make it possible for these companies to go ahead without taking 
too much of a risk. If what we are now trying to do is to make sure 
that it all falls on the Federal Government, then maybe we better take 
the pattern of the war-risk insurance and let the Government run the 
whole show. 

Mr. Ketry. We are not. At least I am not, nor my companies. 
We anticipate, as I said, that we will pay all the claims in the property- 
damage field. In the liability field, the liability pools will pay them. 
All we are concerned with here is the one-in-a-million chance of the 
catastrophic loss. When that comes—we are trying to set up machin- 
ery for handling it. 

But this bill, as I understand it, and I think as you understand it, 
is not intended to take the load off, the private insurance companies 
and put it on the Federal Government. It is to set up machinery for 
handling the one-in-a-million catastrophe if it does come and the rou- 
tine insurance will be handled through the regular channels. 

Senator Anperson. I want to yield to Mr. Cole if he desires. 

I want to assure you that it was not my purpose to try to bring out 
something that was impossible. But if I find out that here is the 
Commonwealth Edison layout in Chicago, and their own Dresden 
plant damages another one of their plants and the Government has to 
pay for it—I begin to wonder how much enterprise there is and how 
little of it is private. That is the main difficulty with it. 

Mr. Ketiy. I am in no position to speak for Commonwealth Edison, 
Senator. 
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Senator ANperson. I am not trying to be critical of them. I want 
to say, as I said many times, that I think Commonwealth Edison has 
done a fine job in going ahead. I have been very delighted with 
Consolidated Edison and Commonwealth Edison. ‘They seem to want 
to go ahead and spend their own money. I notice that when Mr. 
McCune was testifying yesterday with reference to the Commonwealth 
Edison, he discussed the needs for this insurance and said “At present 
I see no alternative but to recommend that work on the Dresden station 
be halted as soon as practicable after the end of this session of Con- 
gress in case appropriate legislation has not been passed at that time.” 

That. of course, is nothing different—I say this kindly because I am 
very fond of Mr. McCune—but a shotgun that we know is loaded, 
because we know that this program has been turning out very much 
more expensive than some of the companies have anticipated. 

If now it becomes so expensive between insurance rates and costs 
that they cannot go ahead, it will be very convenient to say, if we 
don’t pass a bill, “You see, the Congress did not pass a bill, so we had 
to fold up.” 

I call your attention to the fact that Consolidated Edison said, 
“Damn the torpedoes. I’m going straight ahead.” 

Is it not strange, that one company would say “We cannot move, we 
will have to shut down unless you pass that bill; and another company 
says “We will go ahead” ? 

Mr. Kexiy. I am only a poor insurance man and I am in no position 
to comment, Senator. 

Representative Cotx. I only want to clarify what I understood this 
bill to do. 

In discussion with Senator Anderson, going back to the airplane, 
where you say that the pilot was drunk and the courts determined 
that the pilot was the sole person responsible for this accident, then 
the Federal Government would have to pay the claims. That is not 
the fact at all. 

Mr. Keiiy. As I understood the amendments proposed by the 
AEC—and I may have misunderstood them—it was intended to make 
it possible in that case in which the incident was due to the act of a 
trespasser—and I remember that phrase from Mr. Price’s statement— 
that the Federal Government in that case would pick up the liability 
which would otherwise fall on the trespasser. 

Representative Core. Under the amendments proposed by the 
Commission. 

Mr. Keriy. Under the amendments proposed by the Commission. 
We may be discussing two different bills. I was taking that as the 
revised bill and my comments were with reference to those amend- 
ments, Mr. Cole. 

Representative Corr. Going to the problem of indemnifying the 
owner of property adjacent to a reactor but not connected to it: While 
it is true that common law does bar a person from suing himself, the 
common law can and frequently has been modified by a statute. Why 
cannot the statute correct that situation so as to make it possible for 
an insured reactor operator to be indemnified for losses that he may 
suffer in his own properties remote from the reactor ? 

Mr. Kerry. It might be so handled, Mr. Cole. One difficulty you 
get into is that in any attempt to change the basic rules of legal liability 
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by statutory amendment you always have the question of why should 
we make an exception in this case for this group of people. You al- 
ways find coattail riders who are anxious at the same time to amend 
the law so it will fit other situations in which they are interested. It 
was my feeling and the reason why we proposed it at this time, that in 
your original report to the Congress last year you had indicated an 
intention to take care of these people who had other property and who, 
therefore, because they could not sue themselves, would otherwise 
be left without protection. 

My suggestions here were all intended to see that the bill as enacted 
was clear on that point. As proposed last year, I did not think it was 
clear. I thought the amendments suggested by the AEC in their 
proposed redraft clarified it to some extent in that change in the 
definition of indemnity and if a further change could be made in sec- 
tion 170c it would.be clear as to what your intent was. 

Representative Cote. Why is it not the simplest and fairest way to 
resolve these two problems by providing in the policy that the insured 
is indemnified for damage to property temote from the reactor ? 

Mr. Keuxy. That is in the liability policy? 

Representative Coir. The other problem is that the insured is also 
indemnified for damage caused by a trespasser when the reactor 
operator is not held jointly liable. 

Mr. Kewiy. That would accomplish Senator Anderson’s point. 
That is something Mr. Haugh could comment on much more than I 
could. 

Representative Cote. I am discussing this with you as an objective 
expert. 

Mr. Kextriy. Thank you, Mr. Cole. You are moving away from a 
liability policy. 

Representative Core. Is there any reason why those two situations 
could not be properly covered in the indemnity policy ? 

Mr. Ketiy. You would have to write a different contract than the 
one that is now contemplated. I do not know any legal reason why 
you could not so write the contract. But whether it w ould be prac- 
tical to do so I would have to defer to the liability companies. 

Representative Cote. What would be the problems making it 
impractical ? 

Mr. Ketiy. You are writing a combination, then, a contract which 
is a combination really of direct damage insurance and liability insur- 
ance. The rates that were quoted for the Dresden project, which 
Senator Anderson mentioned, were based on a straight liability con- 
tract. You might come to the point where the actuaries of the lia- 
bility companies might feel that additional premium was needed. 

In the type of situation that we are talking about at Dresden where 
the other plants are some distance away, I would not have the faintest 
idea whether you would need a rate modification. I can’t help keep 
coming back to this, Mr. Cole. These things we are talking about 
here are awfully remote possibilities. I hate to see us get off on side 
issues when discussing a'bill whose basic purposes are so important. 
I am responsible for introduci ing one of those. 

Let me say, in all honesty, if there is a question in your mind of 
passing a bill without making any provision for the property of the 
reactor owner or not passing the bill, I think this bill is so important 
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that you should not let this other problem get in its way. But if 
you are going to pass the bill and you feel that situation needs atten- 
tion—and as I understood your original report and as I feel it should 
be written—it could be tahen care of. I can see no reason why it 
should not be covered. 

If you let this problem of the private plane operator who might 
drive his plane into a reactor divert you from your basic bill, it seems 
to me you are losing perspective. That is the 1 in 10 million chance. 
In most reactors a man could fly planes into it for a week at a time 
and never cause a runaway reaction. 

Representative Coiz. It is because these two situations are so very 
very unlikely and so very very remote that I would hope that it might 
be resolved in some fashion through the adjustment of the policy 
and thereby remove these two arguments which can be magnified and 
built up into a great story and result in not passing the bill. 

Mr. Ketry. I think if you get off on those two points, in all hon- 
esty I would defer to Mr. Haugh and his associates who are much 
more familiar with that than I am. 

Senator Anperson. You certainly would concede that you have 
given us another 2 or 3 months work by these new proposals. 

Mr. Ketuy. I do not think so. 

Senator Anprrson. I have to go back and study the whole question 
of war damage insurance and how it is handled, because if the Gov- 
ernment is going to be the insurer it has to brush up on the business. 

Mr. Kerry. If I felt anything I have said today involving this 
problem—this problem which will not come up more than 30 times in 
the whole United States, of the property owned by the reactor op- 
erator other than the reactor itself—it is a flea speck on the whole 
overall problem. I brought it to your attention because it was in 
your original report. I thought you had a definite intention to take 
care of it. 

I was trying to be of some assistance to you in the drafting of lan- 
guage which would clearly take care of it or clearly throw it out. Let 
us not have a situation—and frankly that is the situation I was in 
after reading last year’s bill—of not knowing whether you did or did 
not. For heaven’s sake, let’s not go to saying we have to restudy this 
for 3 months. 

Senator Anperson. I would not say you were not in the situation 
of not knowing whether you did or not. We were all improvising a 
little bit. We were all playing a little by ear. 

Mr. Ketriy. That is right. 

Senator Anperson. There has not been too much experience in 
writing policies on nuclear reactors. ‘The committee might be excused 
a little if we didn’t contemplate all these things. 

This is the situation that bothers me at least. If there is a damage, 
a bad fire, let us say, in Chicago, and it causes a tremendous amount of 
smoke and it is near the Merchandise Mart—I use that only because I 
used to be in an office right across the street from it and looked at it 
day by day—if it damages that enormous building and spreads smoke 
through it, the people who are Te the fire insurance contract on 
the Merchandise Mart will probably arrange to have it repaired. 
Then they may go back to the person who had the fire with the smoke 
damage claim and take subrogation against him and recover. 
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But the owner does not have to stand around for the rest of his 
natural life trying to find out whether the smoke that drifted into 
his place was caused by somebody who was solvent or not. 

r. Kexiy. That is correct. 

Senator Anprrson. In this particular case, however, we get to 
where that is not true. You are going to exclude from your policies 
radioactive damage and all the other companies are going to exclude 
radioactive damage and fallout from their policies. 

Mr. Ketiy. They may. 

Senator Anperson. And then when the Merchandise Mart is loaded 
down with radioactive fallout, they are going to have to close down— 
somebody estimated a minimum of 18 months—while the building is 
cleaned up and gets rid of its contamination. That is a substantial 
loss in itself. 

When it is all through and the cleaning work has been done and all 
the rest has been done, they won't know then to whom they should 
turn, because if the operator of the nuclear plant at Dresden could 
claim that a pigeon had flown in and got wedged in between some 
wires, it was not the fault of theirs and they did nothing wrong— 
it was this pigeon—I do not believe we want to wait there forever to 
try to find out whether the pigeon is liable and can make a financjal-con- 
tribution. Somebody is going to have to take care of the Merchandise 
Mart. 

Mr. Ketiy. The Merchandise Mart will probably take care of doing 
its decontamination job itself. Whether it is a pigeon or whether it is 
clearly the fault of the reactor operator you would have the same 
situation. You would have the same situation if you had an incident 
at an AEC plant today. 

Senator Anprerson. You would have no subrogation. 

Mr. Ketry. In this I can speak only for my own group and not for 
the whole property insurance industry. We do not feel that we can 
pick up all of those claims for contamination over the whole area of the 

fallout, pay them and then attempt to recover on subrogation, because 
we are frankly afraid that we do not have enough dollars to doit. We 
have $300 million. That is all. 

In the Chicago area we insure close to a billion dollars in property 
spread all over the place. 

Senator Anprerson. I do not recall now but it seems to me we have 
had Sremaberme like that where it was impossible to just pick up all 
the claims at once and they had to go around and find out what others 
were going to do. The Texas C ity disaster had to wait a long time 
and Congress finally took some part in it. 

Mr. Keuy. Of the Texas disaster, I can speak with some feeling, 
we paid a million dollars in claims. We were participants in the 
subrogation suit which was brought in which an effort was made to 
collect from the Federal Government on the grounds of its negligence. 
That case went to the Supreme Court and was turned down. It was in 
litigation for 5 or 6 years. No recovery was secured by us on our 
subrogation claims. ‘That was all right. We were dealing with a 
million dollars in loss. We didn’t get any money back. 

Senator ANpEeRson. No money that C ongress paid out? 

Mr. Ketty. Not a bit. The bill that was passed by Congress was 
carefully amended so that there would be no recoveries made by the 
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insurance companies who were bringing claims for subrogation. That 
was a million dollars, Senator, and it is all right. 

We collected a premium for fire insurance. We had a fire insurance 
loss. We have nocomplaint. If it were $200 million and it was not the 
result of a fire in our premises but it was the result of a fire in an AEC 
installation at Paducah, which caused an incident, we just can’t do it. 
It would be alleged that we should pay this loss because it is under 
the proximate clause rule—the first cause of the damage was fire, and 
we are supposed to pay out $200 million in loss spread over most of 
Kentucky where we have some very Jarge risks. It is impossible for us 
to finance any such subrogation claims. 

Senator AnpErson. I do not want to pursue this further. There 
was some testimony the other day about the situation when we are 
making reactors for export abroad. Is there some feeling that we 
ought to do something about the business abroad and that the United 
States Treasury should be responsible also? 

Mr. Keuiy. There again I have to admit a complete ignorance of 
it because our companies operate only in the United States. I have 
no familiarity with the problems you are going to have on liability 
abroad. 

Senator Anperson. No. This is a reactor that was going to be 
ordered from Westinghouse, GE, or B&W for sale to the Government 
of Siam. It had to be tested in this country before it is delivered. 
Because there would be no way to take care of that, the Government 
of the United States was going to have to assume the responsibility for 
the testing of that reactor. I say there is going to be a growing 
sympathy for trying to get the Government in this insurance busi- 
ness. 

Mr. Kerry. I do not want the Government in the insurance business, 

Senator Anperson. Nor do I. 

Mr. Keitiy. I want to make that as clear as I possibly can. 

The CHamman. Mr. Price. 

Representative Price. I have no questions. 

Representative Conn. I have no further questions. 

The Cuatrman. Thank you very much. 

Mr. Freer is the next witness. 

Representative Cote. Before Mr. Freer starts, in view of the hour, 
late yesterday afternoon is the first chance I had to see the proposed 
policy by Mr. Haugh’s group in which a number of exceptions are 
included. I would like to ask Mr. Haugh to submit a memorandum 
for the record at a later time, if you please, outlining the reasons for 
making the exceptions in the policy which you have. | 

Mr. Haven. The reasons for the exclusions in the policy? 

Representative Coir. Yes. 

Mr. Haven. I would be very happy to do that. That is to be 
submitted as a part of the record of this committee ? 

Representative Coir. Yes. 

Mr. Haveu. I will be glad to do so. 

The Cuamman. Without objection it will be placed in the record. 

(The information referred to follows :) 
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APRIL 8, 1957. 
EXCLUSIONS INCORPORATED IN NUCLEAR ENERGY LIABILITY INSURANCE POLIcy 





As requested by Representative Cole in the course of the hearing on March 27, 
I am setting forth below a brief nontechnical explanation of the exclusions 
incorporated in the nuclear energy liability policy, copy of which has been put 
into the record of this hearing. 
An exclusion in an insurance policy serves one and sometimes two of the 
following purposes : 
1. Exclusion of a hazard commonly covered by another kind of insurance. 
2. Exclusion of a hazard not common to all risks in the class for which 
the policy is to be written. 
3. Exclusion of a hazard which the insurer or the insured does not wish 
covered by the particular policy. 
The exclusions in the nuclear energy liability policy form should be read with 
these purposes in mind. 
EXCLUSION (A) 





This exclusion, I believe, is self-explanatory. It merely excludes obligations 
under loss of the type referred to therein. Employers very generally either 
purchase workmen’s compensation insurance or qualify as self-insurers for 
such coverage. A similar situation exists with respect to nonoccupational 
disability coverage in the few States which have so-called disability benefit 
laws. Similarly, there are definite statutes governing the provisions for meet- 
ing unemployment compensation benefits. 





EXCLUSION (B) 





This exclusion applies to the case of an employee who might be injured 
under circumstances which would enable him, if he so desired, to bring a claim 
against his employer under employer's liability in lieu of workmen’s compen- 
sation. Coverage for this employer’s liability is afforded under the standard 
workmen’s compensation policy. 

The situation with respect to the exclusions (a) and (b) has been recognized 
in all proposed indemnity legislation. 










EXCLUSION (C) 


The purpose of exclusion (c) is to make uniform the contractual liability 
coverage afforded each person who is an insured under the policy. The exclu- 
sion is not applicable to an agreement by a facility owner, the named insured, 
to hold harmless a contractor against loss by reason of claims against the 
contractor by employees of the facility owner or others caused by the con- 
tractor’s negligence. That obligation assumed by the facility owner would be 
covered by the policy. However, if the facility owner agreed to pay any 
employee of the contractor $100 weekly if he suffered radiation injury while on 
the owner’s premises, that obligation would not be covered by the policy because 
it was created by contract. 

If any insured under a nuclear energy liability policy wishes coverage for 
a contractual obligation he has assumed and which is not covered by the policy, 
he can submit it to the underwriting pool which issued the policy and if, after 
analysis, the obligation assumed is insurable and is acceptable to the under- 
writers, the hazard will be rated and if the rate is acceptable to the insured, 
the coverage will be written. 




















EXCLUSION (D) 


Exclusion (d) bars coverage for bodily injury or property damage due to 
the manufacturing, handling, distribution or use by the insured of any weapon 
or other instrument of war. From a study of the decided cases, as well as 
from reference to the dictionary and other authorities, it is clear that the 
word “weapon” and the word “instrument” include only the complete weapon 
or instrument, ready for use for offensive or defensive war. An atomic bomb, 
complete in every respect, is a weapon. Hence a nuclear energy liability policy 
issued to one who, with other nuclear operations, assembles and produces atomic 
bombs does not afford him coverage for nuclear incidents resulting from his 
bomb manufacturing operations. However, the nuclear material, which in the 
complete weapon renders it so destructive, is not a weapon when separate from 
the remainder of the bomb. Hence this exclusion is not applicable to the opera- 
tor of a nuclear facility who produces material to be incorporated in an atomic 
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bomb produced by another. We understand that at present all atomic weapons 
are built by the Government. 
EXCLUSION (E) 


Exclusion (e), the war risk exclusion, is common today, in one form or 
another, to most insurance policies. Modern war, particularly war waged 
with nuclear weapons, will be so destructive that insurance companies cannot 
accept the risk of war losses. Indemnity for such losses, if it is to be provided 
at all, must be provided by the Government. 


EXCLUSION (F) 


Clauses (1), (2) and (3) of exclusion (f) bar coverage for damage to property 
which is or can be covered by physical damage insurance afforded by nuclear 
energy property insurance. It is suggested that contractors with and suppliers 
of a facility protect themselves against liability for damage to a facility caused 
by a nuclear incident occurring on that facility’s premises by getting a hold 
harmless agreement from the facility owner or operator. In this connection it 
should be noted that the subrogation clause in the physical damage policy to be 
used by the physical damage insurers contains the following provision: 

“* * * however, prior to a loss, the insured may waive in writing any or all 
right of recovery against any party for loss occurring to the property covered 
hereunder.” 

Clause (4) of exclusion (f) bars coverage for property damage to nuclear 
materials in the course of transportation. Coverage for this hazard is in the 
field of inland marine insurance. 


EXCLUSION (G) 


Consistent with proposed indemnity legislation, clause (1) limits the coverage 
afforded to nuclear incidents resulting from operations within the described terri- 
torial limits. Clauses 2-7 of exclusion (g) prevent duplication of coverage under 
two nuclear energy liability policies issued to two different facilities or under 
a nuclear energy liability policy and a general liability policy issued to one who 
is an insured under the nuclear energy liability policy. Exclusion (g) like- 
wise bars coverage for a nuclear incident resulting from special nuclear or by- 
product material which has been delivered to any premises of the United States 
or any agency thereof. In general, a nuclear energy liability policy issued to 
a facility is intended to afford coverage only for nuclear incidents occurring 
at the facility site as described in the policy declarations, or in the course of 
transportation of nuclear material from the facility, or to the facility from the 
United States Government. The policy also affords coverage for nuclear inci- 
dents resulting from the dispersion from a facility of fission products. 

Clause (2) excludes coverage for a nuclear incident occurring at any produc- 
tion or utilization facility other than the facility described in the declarations 
of the policy. An operator who produces special nuclear material at a produc- 
tion facility and delivers that material to a utilization facility gets his products 
liability coverage, not under the policy issued to him, but under the policy 
issued to the utilization facility. 

Clause (8) deals with the situation where an insured retains special nuclear 
or byproduct material produced by the facility and uses or stores the material 
for some purpose not connected with the facility and away from facility 
premises. The hazard resulting from his use of such materials away from 
facility premises may be insured either by specific nuclear energy liability in- 
surance or general liability insurance dependent upon the nature of the material 
and the use to which it is to be put. 

Clause (4) excludes coverage for nuclear incidents arising out of the use 
of used fuel elements sold or distributed to other than the facility or the United 
States Government. Coverage for this hazard is likewise excluded from stand- 
ard general liability policies. The products liability hazard thus excluded may 
be expected to be covered by the nuclear energy liability insurance carried 
by the consignee or user of such fuel elements. 

Clause (5) excludes coverage for nuclear incidents arising out of transporta- 
tion or use, away from the insured facility, of radioactive isotopes for manu- 
facturing, commercial, scientific or therapeutic purposes. The products liability 
hazard thus excluded may be covered by general liability insurance, 

Clause (6) excludes coverage for nuclear incidents arising out of special 
nuclear or byproduct material sold or distributed by any insured under the 
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policy to the United States or any agency thereof. Clause (6) is not applicable 
to a nuclear incident occurring in the course of transportation of such material 
from the insured facility to the United States Government. 

Clause (7) limits to one nuclear energy liability policy the coverage afforded 
for a nuclear incident occurring in the course of transportation of nuclear 
materials. 


The Cuatrman. Mr. Freer, you may proceed. 


STATEMENT OF GAIL L. FREER, PERSONNEL DIRECTOR, RURAL 
COOPERATIVE POWER ASSOCIATES, ELK RIVER, MINN. 


Mr. Freer. Mr. Chairman and members of the committee, my 
name is Gail Freer. I am the personnel and insurance director of 
the Rural Cooperative Power Association at Elk River, Minn. I hold 
insurance licenses with the State of Minnesota for life, auto, and 
general casualty, which covers all of the liability problems of in- 
surance. 

I wish first to convey the sincere appreciation of the board of 
directors of Rural Cooperative Power Association for the committee’s 
deep interest in our problems and for inviting us here to discuss them 
with you. 

I should like to discuss two problems—that of third party liability 
and of physical damage, which we believe is a major stumbling block 
in the atomic energy program. 

Our cooperative will soon be starting construction as soon as the 
Atomic Energy Commission approves our contracts, and we expect 
to have a 22-megawatt boiling water reactor in operation by January 
1960. Our board of directors recognizes and wants you to know they 
appreciate the efforts being made by this committee and by the Con- 
gress to encourage and develop the atomic energy industry. They 
further feel that Senate bill 715, with a few minor additions, is a 
tremendous stride in the right direction, and, in our opinion, shows 
the authors of the bill to be very well informed about these matters 
and requirements. 

Senator Anperson. What was that statement you made? 

Mr. Freer. I want to discuss two problems that I think are very 
important, Senator. That is, the third party liability which is ade- 
quately taken care of in this bill, we think, but the physical damage 
is the one that we are really concerned about right now on our own 
properties. 

Senator Anperson. I ask that question because when Chairman 
Strauss was testifying he said something about the fact that the lack 
of this insurance was a major obstacle—I better read his exact words— 
That a poll indicated that lack of adequate protection against liability was a 
major obstacle to atomic energy development. 

We had seen a consensus that showed that lack of financial incentive 
was a major obstacle. I do hope that you will indicate whether the 
lack of financial incentive is your major obstacle or the lack of in- 
surance, 

Some people said that Shipp ngport is going to have current avail- 
able at 100 mills. That is a little more than the prevailing rate there. 
That is not much financial incentive. 

Mr. Freer. I will go into that, Senator. 

Senator Anperson. Thank you. 





he 
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Mr. Freer. When I state a few minor additions might be necessary, 
I am referring to the fact that the bill adequately covers third-party 
liability, but does not make any allowances for the physical damage 
aspects of a nuclear incident to the operator. 

I am attaching hereto copies of a proposed rate to Rural Coopera- 
tive Power Association and to others by the Nuclear Energy Liability 
Insurance Association, called NELIA, and the Nuclear Energy ae 
erty Insurance Association, called NEPIA, and ask that you serious 
consider their rates in view of recent information we have received 
from Admiral Lewis L. Strauss, Chairman of the Atomic Energy 
Commission, on this subject. 

I am quoting from the Chairman’s testimony made March 25 on 
insurance problems wherein he states: 


Nuclear reactors have been operated since December 2, 1942, with a safety 
record far better than that of even the safest industry. More than 100 reactor 
years of regular operating experience have been accumulated, including experi- 
ence with reactors of high power and large inventories of fission products, with- 
out a single personal injury and no significant deposition of radio-activity out- 
side of the plant area. There have been a few accidents with experimental 
reactor installations as contrasted with the perfect record of safety of the regu- 
larly operating reactors. But even these accidents did not affect the public. 

This record which shows that safe operation can be achieved, is due to skill- 
ful design, careful construction, and competent operation. 

In view of this past experience, we are completely unable to justify 
the insurance rates that have been proposed to us. 

I was very happy to follow, Senator, Mr. Kelly. It seems to me, 
with all due respect to the mutual people, that they do not mind col- 
lecting the premium but they do not want to pay the freight. That is 
the way it looks to me. 

Senator Anperson. I do not think he completely indicated that. 
I was trying to find out what they would pay, willingly. 

Mr. Freer. First, we have been advised that in order to obtain in- 
surance for our reactor, we must give the pool or the insurance com- 
pany all of our insurance business on our present plant. This itself 
eliminates competition and restricts ourselves only to pool members 
for all coverage. 

Senator Anperson. Is that so? 

Mr. Freer. That is what we were told. 

Senator Anperson. That might run into some awfully interesting 
activity. 

Mr. Freer. There are 155 in the NEPIA pool and 40 in the Mutual 
pool. That leaves about 300 companies, if that was true, that would 
not be doing any business. 

Representative Cotr. You said you had been told that? 

Mr. Freer. I say we were told that but I do not think it would 
hold true because we can go to our present insurers who are in the 
pool and get taken care of. 

Senator Anprerson. Mr. Haugh, is that a correct statement, that 
if you are going to bring the pool in, the person has to take all the rest 
of the insurance in the pool ? 

Mr. Haven. I want to clear that up, Senator. It has no relation 
whatsoever to it. This liability insurance pool, that is. It must 
come in through a member of the stock pool or through a member of 
the mutual pool. That particular coverage. Insofar as any other 
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coverage is concerned, most of it is individual companies. It has 
nothing to do with the syndicate. We would be happy to have it 
but we cannot demand it. 

Representative Cotz. Where would he get that idea? 

Mr. Freer. We did not get the idea. They told us that. 

Mr. Haven. What perhaps led to that erroneous conclusion—this 
is speculation on my part—the propery insurance policy which Mr. 
Kelly described this morning covers in that one contract, fire insur- 
ance, extended coverage, which normally are always combined, boiler 
and machinery which under normal conditions is a separate contract 
but because of the interrelation in this is going to be wrapped up in 
one policy, and possibly someone distorted that fact into saying you 
have to put all of it. 

Am I not right in my statement, Mr. Kelly? Boiler and ma- 
chinery is inclined, with the fire ? 

Mr. Ketiy. Yes. Our proposal is to give a single all-risk policy 
which will include fire, extended coverage, what is now boiler and 
pressure vessel and electrical machinery coverage, radioactive con- 
tamination and all other perils in one package. 

Senator Anperson. What will be left? 

Mr. Ketiy. Automobile insurance. 

Mr. Haven. Workmen’s compensation would be left, general lia- 
bility, automobile. 

Senator Anperson. That has nothing to do with the factory. 

Now a man can take fire insurance on his factory. When he gets 
through with this and tries to buy some liability, will he still be able 
to take fire insurance with his normal agent ? 

Mr. Kexiy. On anything other than the reactor; yes. But on 
the reactor itself, or whatever risk falls within the nuclear pool, 
what we are running into is that there is such an overlap of hazard 
between fire and explosion and boiler, the only way we can do to 
do an adequate job and not have 2 or 3 companies arguing who should 
pay the loss is to write a single blanket of protection. 

Senator AnpErson. Does that include turbines ? 

Mr. Ketty. Yes. 

Senator Anperson. It does apply to all property ? 

Mr. Ketiy. At that particular location. 

Senator Anprrson. Then what the witness said is correct. 

Mr. Ketry. If we are going to be asked to provide property in- 
surance for that, the form which we have drafted—and here we were 
doing so on the basis of conferences with people in the industry who 
were telling us that they did not want separate contracts, they wanted 
a single contract covering all perils so that they would know they were 
covered. We seem to be in the interesting position now of being 
blamed for giving the owners and operators of these reactors what 
they told us they wanted. 

Mr. Freer. Senator, they gave it to us all right but not the way 
we wanted it. The price is right. I can assure you of that. The 
price is very adequate. 

Representative Corr. Would you rather be free to go and get fire 
insurance, property damage protection, wind and hail and lightning 
protection, in a different policy from a reactor damage policy ? 
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Mr. Freer. Mr. Cole, when I finish the testimony here and sum up 
I would like to say what I would like to see in here and tell you 
what Mr. Kelly was asking for in Senate bill 715. 

For an example of it, we have a quotation of 25 cents a hundred on 
property damage. We now pay 5 cents a hundred. It would cost us 
with the building of our reactor and building, $25,000 a year for 
property damage. 

Representative Corx. You are paying 5 cents a hundred for what 
protection ? 

Mr. Freer. Property damage, sir; wind, tornado, and so on. 

Representative Coxe. Every thing but reactor. 

Mr. Kexzy. Isthat the steam boiler ? 

Mr. Freer. I am talking about fire. Won’t we have to carry boiler 
and machinery insurance on our present properties, or will that go 
into the pool ? 

Mr. Ketxy. This 25-cent rate quotation you have is not only for your 
present fire and extended coverage for which you are paying 5 cents, 
and in our developing of the rate it is br ought in at 5 cents, but it also 
covers broader than you now have it, your “steam boiler and electrical 
machinery coverage, for which you are now paying, I imagine 10 cents 
per hundred dollars. You have a different basis. Now you buy it on 
an object basis. 

Mr. Freer. That is right. 

Mr. Kexry. Here it will be loaded in the same rate. It will also 
cover the radioactive contamination hazard. 

Mr. Freer. In that case I retract it is $25,000. It will probably 
be $40,000. 

Mr. Ketiy. Have you had a rate quotation ? 

Mr. Freer. Yes. 

Mr. Ketty. How much was it for ? 

Mr. Freer. Twenty-five cents a hundred. I have it right here in the 
back. Would you like to see it? I also have some quotations from 
your pool on some of the others. 

Mr. Ketxy. This is a rate quotation from NEPIA. I, in all hon- 
esty, must defer. I have no contact with them. It says: 

A rate of 25 cents per $100 of value per year has been promulgated. This is in 
addition to the present fire, extended coverage, and boiler and machinery 
premiums— 
which would apparently indicate that that 25 cents is—— 

Mr. Freer. It is for fire ? 

Mr. Ketiy. No, it isin addition. It would make it a rate for radio- 
active contamination and the all risk coverage. It was my under- 
standing that the Nuclear Insurance Rating Bureau which is going 
to make rates for this was not going to quote rates in this fashion at all. 
I do not know Mr. Harrison. 

Senator Anperson. Did they ? 

Mr. Ketriy. No. This is not a quotation from the Nuclear Insur- 
ance Rating Bureau or from either of the pools. It is a letter to the 
Rural Cooperative Power Association signed by John G. Harrison, 
and it says the bureau has promulgated rate indications. It does not 
indicate which bureau. It proceeds to give quotations for both 


property damage in NEPIA and third-party liability in NELIA. 
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Representative Pricer. Could you tell us who Mr. Harrison repre- 
sents ? 

Mr. Ketty. I can’t. 

Representative Price. I believe he is with Travelers. He is con- 
nected with the Travelers Insurance Co. 

Mr. Ramey. Mr. Haugh ought to know. 

Mr. Haven. Amin thisnow? 

Mr. Ketxy. I withdraw in Mr. Haugh’s favor. 

Mr. Haveu. This is your statement. 

Mr. Freer. Yes. 

Mr. Haven. I rather imagine 

Senator Anprerson. Are you not with Travelers ¢ 

Mr. Haven. Certainly. : Mr. Harrison is an agent. 

Senator Anperson. Is he a representative of Travelers? 

Mr. Haven. Among other companies; yes. 

Senator ANpERSON. Is he authorized to quote for Travelers? 

Mr. Haven. Yes. But not for property insurance. I do not know 
where he got the quote for property insurance, frankly. I know 
where he got the tentative quote on the liability part. The property 
insurance I do not know, Senator. May I say this: Mr. Freer men- 
tioned, as I understand it, this inter fered with his relations with his 
insurance representative, his agent or broker. As far as NELIA is 
concerned, we are not concerned. He is free as the wind to pick any 
insurance agent or broker he wants, representing anyone of the 135 
companies inthe NELIA pool. I think I am right in saying, although 
Mr. Yount is not here to confirm it, that as far as the Mutual Repre- 
sentative Pool is concerned, he is free to pick any representative of 
any one of their members companies to take care of the placing of his 
liability insurance in either one of those syndicates. You are not 
tied to any one representative at all. 

Senator Anperson. This letter he has here is signed by John G. 
Harrison, vice president of Marsh & McLennan. As I remember, 
they are still a pretty well recognized outfit. 

Mr. Haven. Yes. 

Senator ANpEersoN. You would not think they are passing around 
unauthorized quotations. 

Mr. Haven. I would not expect that. 

Senator Anprerson. I wouldn’t. 

Mr. Haven. Nor would I. I have to confess I am not familar 
with the source of the promulgation of the property insurance. I am 
sorry as Mr. Kelly is. I am sorry Mr. Black or Mr. Berry are not 
here to answer this. 

Senator ANperson. You say this man is perfectly free to go to any 
one of the companies in the pool and take the insurance that he m: Ly 
want? 

Mr. Haven. I am talking about the liability. 

Senator Anperson. Are all the companies in America in these two 
pools? 

Mr. Haven. Not every company in America; no, sir. 

Senator Anprrson. Therefore, if he is now buyi ing boiler insurance 


from Hartford, and Hartford should not be in the pool, I assume it 


is in. 
Mr. Haveu. It is. 
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Senator Anprerson. If it is not, he would have to cancel what he 
has with Hartford. 

Mr. Haveu. I want to straighten that out again. 

Senator Anprrson. This is a package deal, is it not? 

Mr. Haven. No, sir. First let me talk to the liability end and let 
Mr. Kelly talk to the property. As far as liability insurance is con- 
cerned, the only liability insurance that we are undertaking to try to 
write in our pool is the liability for, let us call it, reactor incidents. 
He can place all the rest of his casualty insurance anywhere he wishes 
with any company, whether they are a member of that pool or not, 
and through any representative he sees fit to select. We do not tie 
any other kind of casualty insurance into the liability insurance to be 
afforded by the pool. There is absolutely no tie-in. 

Senator ANpERSON. Let us say that this man has some fire insurance 
on his plant. It covers all the materials that is there now; the steam 
plant, turbines and so forth. 

Mr. Haven. Yes. 

Senator Anperson. He then adds a nuclear reactor to the outfit. 
Then because it is all there in one plant, will he not have to take all 
the fire insurance on all the rest of the plant ? 

Mr. Haueu. I would like Mr. Kelly to answer that. 

Mr. Ketiy. What we have had in the actual cases, Senator, is that 
he builds next door to but still separate. You do not use the same 
turbines and generators and the fire boxes you used in your present 
steam plant for the new plant. On the new plant that he is going to 
build, which is going to consist of a nuclear reactor and turbines and 
generators that will enable you to convert that energy into electricity— 
it is all new—if he wants us to insure that in the pool, if he wants 
insurance against radioactive contamination coverage and all these 
other coverages, we say, we will give you a single policy that combines 
in one package the fire, the extended coverage, the steam boiler, the 
pressure vessels, the electrical equipment, and the radioactive con- 
tamination hazard, plus some additional hazards which you would 
never have under your other coverage because we are going to cover 
the failure of a fuel element tube inside the reactor. 

Senator ANpDeERsSON. Is the answer then that he will have to take 
the package ? 

Mr. Ketiy. On the new installation we want to give him a single 
policy at a single rate covering everything. If he wants to buy fire, 
windstorm and explosion, and steam boiler separately, we say not 
in the pool. 

Senator Anprerson. That is right. And he cannot get insurance 
anywhere but in the pool. 

Mr. Ketiy. If he can find a company to write it-—— 

Senator AnpDeRSoN. What company can write $25 million or $50 
million on a single risk ? 

Mr. Kerry. Senator, what we are trying to do, and we did not talk 
to this gentleman in advance of drafting our policy, from past experi- 
ence where we have been insuring powerplants without any nuclear 
hazard, we have found many instances where there was a dispute 
between the boiler company and the fire company as to who was liable 
under a given set of circumstances. 
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Firebox explosions, for example, have come up that may be covered 
under either or both. We have had problems with electrical ma- 
chinery where you have a fire in a motor. 

Senator ANDERSON. You did not go back to the insured and say, 
look, we are going to revise this insurance business and no longer can 
you buy them separately. You have to buy them both in one package. 

Mr. Ketry. As far as factory mutuals are concerned you cannot 
buy fire insurance at all. We have no rate. 

Senator AnpreRrson. The entire insurance industry is not run that 
way either. 

Mr. Ketxy. No. 

Senator ANnperson. I do not represent Hartford generally, but I 
can make use of Hartford steam boiler any time I w ant to and do. 

Mr. Ketxy. Surely. But the trend in the business, Senator, has 
been running very strongly, as you know, toward the so-called package 
policy. 

Senator ANpERsoN. Yes. 

Mr. Ketiy. The insurance business has been given some credit for a 
change for the fact that they now enable the dwelling house owner 
to buy a single package policy in one contract which covers him 
against hazards. The only thing that makes this complicated is the 
fact that here if he wants insurance in the property insurance pool he 
must buy the package. 

Senator ANpEeRsON. What would you do in the case of Consolidated 
Edison which is resent new plant to generate now 275,000 kilowatts 
of which 150,000 is nuclear and 125,000 is going to be steam? It is 
all going to funnel into the same turbine. 

Mr. Ketty. If it is all subject to radioactive contamination as I 
assume it will be, we would think it should all be written into the pool 
on a pool policy 

Senator ANpERSON. Does that not cover what the witness said ? 

Mr. Ketiy. What I thought he said at the beginning was that we 
were also trying to say that we had to have all the other insurance on 
other property “which he owned which we definitely will not permit 
at all. 

Mr. Freer. I am talking. 

You mentioned Hartford for example. We happen to be insured 
with Mutual Boiler. We have two, eleven five turbines and we are 
going to put a 22 next to it. They say you have Hartford over here 
and you have Mutual Boiler over here. It would be a lot better if 
you take this all in one coverage. 

Mr. Ketxiy. You do not have to. 

Mr. Freer. I know we do not have to. But that is what we were 
told. 

Mr. Ke.iy. If I were your insurance adviser and I do not care 
which one you would switch it, I would say you would be better off 
with the same company. 

Mr. Freer. We will be. 

Mr. Ketiy. Then we send an inspector there and he goes through 
once and we do not have to have two inspectors going a ‘month apart 
going through the same premises. 

Senator ANpERson. Is Mutual Boiler in the pool ? 

Mr. Ketiy. Mutual Boiler is in the Mutual pool and Hartford in 
the stock pool. 
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Senator Anperson. If a man bought a policy from the stock pool, 
Mutual might take a dim view. 

Mr. Ketty. No. 

Mr. Haven. There would be no difference there. 

Senator Anprerson. I think we have gone far enough on that point. 

The House members have had to go and I know I am due to vote 
on the tax bill. 

Mr. Freer. Next, we are quoted for physical damage a rate of 25 
cents per $100 of value per year. This would be an additional $25,000 
per year to our present insurance costs. 

We feel these costs are prohibitive because at the present time we 
are paying on this item at a rate of 5 cents per $100, which we would 
still continue to pay. The third party liability quotations, you will 
find, are terrific. Fifty million dollars worth of coverage would 
cost $77,430 per year. If we are required to buy $2 million of this 
coverage, it would cost our cooperative $14,000 for liability, $25,000 
for property damage, for a total of nearly $40,000 per year. 

The rate for liability of $30 per year per megawatt of thermal 
energy, as described in Senate bill 715, would be approximately $1,740, 
which, of course, would be in addition to the above $40,000 we have 
discussed. We feel that $40,000 insurance costs per year for a small 
utility such as ours and which does not include workmen’s compensa- 
tion costs, which may be increased, will be a severe bottleneck in 
expanding atomic power and especially to small operators. 

What I am attempting to emphasize here and to present to the 
members of the committee is that while liability is taken care of 
adequately, it leaves a tremendous void in the other problems of 
property damage, as you can well see by our examples. 

We are advised that, as we stated above, members of the pool 
require that the boiler and machinery coverage of our plant, which 
might be held with another company, not a member of the pool, 
would have to be transferred to the pool insurance company member. 
This, in our minds, sets up a monopolistic condition of obtaining this 
insurance. That is why many other companies who are not members 
of the pool would desire that the Government indemnify all nuclear 
incidents. ‘They could then continue to write our policies at regular 
rates. In fact if the rates for Senate bill 715 were increased slightly 
and the coverage broadened to cover all nuclear incidents or radiation 
hazards to both property of the contractor or licensee as well as that 
of the third-party hability, then all companies could write coverage 
on atomic powerplants and, thus, adequate experience would be gained 
so that insurance companies could eventually take over the entire 
responsibility and ease the Government out of the problem in a 
manner that would not expose our insurance companies to unknown 
risks and losses. 

We feel that 5 years’ time should be adequate, including the Gov- 
ernment’s past experience in operating reactors for this indemnifica- 
tion privilege, to give our insurance companies enough data with 
which to write a fair and equitable rate. 

We wish to extend our sincere appreciations for these privileges 
of talking to the committee and wish to congratulate them on the 
— — the committee and its staff is making in solving this 
probiem. 


91250—57 16 
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We sum this thing up by saying that we feel that the insurance is 
based so that the premiums of many pay the losses of a few. With 
very few reactor projects in operation it is necessary for insurance 
companies to charge rates far beyond what they normally would 
have to charge in order to build up a reserve. I have been told by 
a top actuary in one of the leading companies that if a radioactive 
contamination resulting from a nuclear incident was covered by 
the United States Government, their insurance company—and he 
could not speak for other companies, and this is a big company-—- 
could write the proper coverages at standard rates. 

Senator ANDERSON. Say that again. 

Mr. Freer. If radioactive contamination resulting from a nuclear 
incident was covered by the Government, all insurance companies 
could write the proper coverages at standard rates with no increase 
in price. He said his company would do it. I cannot speak for the 
other companies, but he feels it could be done. 

I also have letters here that I have attached from three other in- 
surance companies that feel that the costs are so high that it should 
be subsidized by the Government. 

We certainly want to endorse Senate bill 715 if the physical damage 
coverage to the opertor’s property was included. You mentioned, 
Senator, about $30 a thousand for a premium in your Senate bill. 

Senator Anperson. Yes. There is objection to that, I find. 

Mr. Freer. No, I should say not. If they included physical dam- 
age in this bill and increased that to even $50 or $60 a thousand we 
would certainly feel it was a very good bill. 

Senator Anperson. I want to say, Mr. Freer, that I was not try- 
ing to put the Government in the insurance business. 

Mr. Freer. No, we are not either. 

Senator Anperson. On the other hand I can see if we let the Gov- 
ernment assume a $500 million liability and did not make any effort 
to collect. enough money for the Government’s cost of inspection and 
things of that nature, a lot of people were going to ask why we were 
giving this subsidy to the generating oomnnerens. I do not say that 
it will build up any substantial pool. I do not have any hope of that. 
It was not done for that primary purpose. I find already there are 
exceptions to it which say there should be no charge of any kind in 
there for this. 

Mr. Freer. If we only had 5 years’ time, it would be adequate 
enough for the insurance companies to gain the needed experience to 
underwrite these claims and then let them take it over completely. 
I think it would give them enough time to come up with a rate that 
everybody could “digest. Right. now when you are talking about 
forty, fifty, or one hundred thousand dollars a year for rates for a 
small utility such as ours, the economical operation is out the window. 
We just cannot operate efficiently and economically on that kind of 
rate. 

Senator Anperson. How much does your company, if you know, 
generate in current compared with the market of Commonwealth 
Edison ? 

Mr. Freer. Commonwealth, I think, is in here in this other quota- 
tion. Commonwealth gets 630 megawatts of heat and we will have 
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58. I enclosed also a copy of five reactors that have been bid on or 
received tentative premium quotation. 

Senator ANperson. What does this insurance cost do to your cal- 
culation of mill rate? What I am trying to get at is this: I said a 
moment ago that the industry in their questionnaire indicated that 
the main thing that was holding back atomic power in this country 
is its economic value. It is just too expensive as they now see it. 
Whereas in England where they can see rates of 8 or 10 mills it looks 
very attractive and they are going ahead on a large scale. How 
does this insurance cost affect your calculations as to what your per 
mill cost will be? 

Mr. Freer. You mean on our present generation ? 

Senator Anprerson. Yes. 

Mr. Freer. It raises it anywhere from 1 to 2 mills. I can’t quote 
exactly on that, Senator, but I would say it would be in the excess 
of 1 mill, with the present cost. 

Senator Anperson. Mr. Haugh estimated about six-tenths of a 
mill and the Marsh-McClennan letter indicated it was somewhere 
between a half mill to a mill and a half, plus or minus 50 percent. 
That is liability only. 

Mr. Freer. They have to get into the physical damage end of it. 

I want to say also that certain agents made the statement that we 
had to take insurance in the pool and leave out the others, that was 
not made by Mr. Harrison. I do not want him implicated in any 
way. 

Senator Anprerson. I am happy to have you say that because the 
Marsh-McLennan name is worth something and neither of us want 
to get it involved in this hearing improperly. 

Does that complete your statement ? 

Mr. Freer. Yes. sir. 

Senator Anperson. Thank you very much. 

I think I am going to take advantage of the situation and put into 
the record at this point the Marsh & McLennan paper that was read 
before the National Industrial Conference Board at Philadelphia on 
March 14. 

(The document referred to follows: ) 


INSURANCE AND THE ECONOMICS OF NUCLEAR REACTORS 


By Edward I. Farley, vice president, and Alonzo C. Rand, atomic engineer, 
Marsh & McLennan, Ine., at the National Industrial Conference Board, 
5th Annual Conference on Atomic Energy in Industry at Philadelphia, Pa., 
March 14, 1957 
The economic burden of risk has been with man ever since he first ventured his 

eapital resources for profit. As his wealth has increased down through the 

centuries, so has his need for financial protection against fortuitous loss. In 
fact, had he not devised means for managing risk, his progress would have been 
significantly impeded. 

The dynamic industrial advances in the early part of our own 20th century 
were greatly facilitated by the existence of a strong and adaptable insurance 
industry. The early development and growth of the electric power, aviation, 
and chemical industries at times taxed the ability of the insurance industry to 
provide the limits and amount of insurance required; however, after relatively 
short periods of adjustment these requirements were successfully met. 
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The advent of the atomic age has brought a new challenge. Because a nuclear 
accident might cause incalculable injury to the public, the amount of financial 
protection needed, far exceeds anything previously required. Ways and means 
for meeting it have been explored during the past few years simultaneously with 
the development of plans by American industry to build and operate nuclear 
facilities. The availability of adequate financial protection at an economic cost 
is held to be essential to operation of these projects. This morning let us con- 
sider the extent to which such protection is available or planned, its cost aspects 
and the effect of these on the economics of the nuclear program. 

The projects creating a special problem are those having a catastrophe poten- 
tial. These include reactors, fuel fabrication, fuel reprocessing and waste dis- 
posal. The availability of adequate financial protection is not only important to 
each operation individually, but its aggregate cost will affect the economics of 
reactor operation. The insurance costs of fuel fabrication, fuel reprocessing, and 
waste disposal, for example, are an integral part of the kilowatt-hour cost of 
nuclear energy. 

To provide a maximum amount of financial protection for the nuclear aspects 
of these operations, a large part of the American insurance industry has pooled 
its resources. Applications for third party liability insurance are now being 
accepted by the Nuclear Energy Liability Association (NELIA) and by the 
Mutual Atomic Energy Insurance Pool (MAEIP). Their combined capacity is 
approximately $60 million per installation. Five applications for insurance on 
reactors have recently been provisionally rated by a joint technical committee of 
these two groups. The standard public-liability exposures such as automobile 
insurance, comprehensive general liability, and workmen’s compensation will be 
covered through normal insurance channels. 

NEPIA and MAEIP will provide direct property-damage insurance in the com- 
bined amount of about $50 million per installation, subject to policy form and 
rates to be announced shortly. This amount is expected to be increased, through 
additional reinsurance. The policy will be an all-risk type and will include the 
standard coverage for fire and allied perils and for boiler and machinery perils. 

For the present, business interruption risks will not be covered. Until this 
insurance is worked out by underwriters, the so-called business interruption and 
extra expense losses will he absorbed in general operating costs. 

The $50 million per installation offered by the insurance industry to cover 
third party liability risks does not satisfy the amount of public liability protec- 
tion desired by industry to meet possible damages and to justify risking stock- 
holder assets in the nuclear field. Therefore, to encourage the development of the 
atomic energy industry and to provide additional protection for the public, Con- 
gress is expected to make available up to $500 million indemnity above a stipu- 
lated amount of this private insurance. When this Federal indemnity becomes 
available, the total amount of financial protection should then be adequate to 
remove concern. 

At this point let us digress for a moment to see how underwriters will arrive 
at nuclear insurance rates; that is, how they will go about developing the pre- 
miums that will set insurance costs. 

The third party liability insurance underwriters, NELIA and MAEIP, have 
endeavored to set rates that will be compensatory; that will build reserves ex- 
empt from normal tax processes and that will be economic. The rates will be a 
function of the amount of insurance; in other words, premium charges will be 
based on the amount of catastrophe protection. They will be graduated—so 
much for the first million with five steps up to the maximum available and they 
will vary with the estimated probability of loss and the amount of possible 
loss. This involves a classification system for nuclear reactors based on the best 
judgment of the variables inherent in each installation. The following factors 
will be taken into account with a system of rates for each: 

Type of reactor 

Use 

Power level 

Location 

Containment : 

These factors are intended to recognize basic differences in design, in fact, 
that continuous operation is less hazardous than frequent startup and shutdown 
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and, the fact that wide flexibility is more hazardous than a more closely con- 
trolled operation. They are also intended to recognize that a large amount of 
fission products presents a greater hazard than a small amount although the 
ratio of hazard to power level is not an arithmetical one; that location in a highly 
urban locality exposes more people to loss than in a rural community and finally, 
that adequate containment is perhaps the most important factor of all. Even 
another factor may be added, when underwriters know how to evaluate it; 
namely, the human equation or the experience of the management and the operat- 
ing personnel involved. Underwriters, however, believe it is too early to experi- 
ment in rate differences along this line. Finally, there will be a revolving rate 
adjustment based on the experience of nuclear energy policies. Provision will be 
made for allowing a return premium if it is justified by experience. 

On direct property damage risks NEPIA and MAEIP are expected to come 
up with a rating system which will result in premiums that are adequate yet not 
excessive or discriminatory. The rating plan has been based upon the following 
principles established by NEPIA’s advisory rating committee: 

“* * * for all risks to be written by the pool, the full (manual) fire, extended 
coverage and vandalism rates will be the starting point. To these figures will 
be added standard charges for the conventional boiler and machinery exposures; 
then a rate charges for the nuclear perils, to be arrived at through use of a 
special schedule for the purpose; and finally an increment for the all-risk expos- 
ure not measured by any of the other rate charges. It is the rating plan for the 
nuclear exposures that now occupies the greater part of the committee’s atten- 
tion. The subject is a complex one as it is necessary to evaluate the hazards of 
the several types of reactors, kinds of fuel, various heat transfer mediums, control 
arrangements, containmeit, ete. The rate schedule will contain charges measur- 
ing all these factors.” ° 

Now let us assign some values to the costs that will be charged for private 
insurance and for Federal indemnity on nuclear power installations. The cost of 
Federal indemnity will not be a significant econemic consideration. The indem- 
nity bills now pending in Congress cali for only nominal payments for maximum 
limits. The fees in the present bills are $30 or less per megawatt of thermal 
energy capacity ; the annual charge for the reactors planned by the Consolidated 
Edison Co. and the Commonwealth Edison Co. would be about $15,000 each. 

The provisional premiums indicated recently for third party liability insurance 
on five reactor projects do offer us some guideposts and these values we will come 
to shortly. The very few rate indications available for direct property damage 
insurance allow us, at the moment, only roughly to estimate a charge for this 
protection. Using the information available and our own judgment as necessary 
we have tried to anticipate the general effect of the cost of insurance on the eco- 
nomics of nuclear power. 

Let us now compare the various cost factors for a modern coal-fired plant, a 
large nuclear plant of comparable generating capacity and a second nuclear plant 
of about one-tenth this capacity. We have arbitrarily chosen reactors of 400- 
megawatt and 40-megawatt thermal capacity. We do not specify a particular 
type of reactor but assume that it is of the thermal neutron variety and is similar 
to those now being planned for construction in the United States. 

In economic studies of power production, the various factors of cost are usually 
expressed as a percentage of capital costs, of fixed annual charges or of the 
total cost of generating electricity. We will follow this approach but will use 
the thermal kilowatt instead of the electrical kilowatt for our basic comparisons. 
We do this because our insurance cost information is better interpreted on this 
basis and we avoid the need for assuming a load factor and a thermal efficiency. 

We will use for the coal-fired plant a capital investment of $50 per thermal 
kilowatt which is a recognized average value. For the nuclear plants we will 
use values which we feel are a compromise between those for the first and 
second generation. For the larger plant we have chosen $70 per thermal kilowatt 
and for the smaller, $100 per thermal kilowatt. 

For the coal-fired plant we use 0.2 percent of the capital investment as our 
value for the cost of all insurance and 12 percent for the rest of the fixed annual 
charges. Therefore, a little simple arithmetic indicates that the cost of insur- 
ance is responsible for 1.6 percent of the fixed annual charges. Now, let us see 
what the comparable figures are for the larger nuclear plant. 
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Three items make up the total cost of insurance protection in a nuclear plant. 
These are: third party liabiliay coverage on the nuclear hazards, direct property 
damage insurance and conventional insurance against nonculear perils. The cost 
of the latter should probably be some fraction of the cost we used above for the 
coal-fired plant; however, we will assume that the full 0.2 percent applies since 
the effect of any fractional adjustment would be insignificant in the final result. 

Using recent, tentative premium indications as a base we estimate that the 
cost of nuclear third party liability insurance for the large reactor is 0.55 percent 
of capital investment and for direct: property damage insurance, we will assume 
a cost of 0.4 percent of capital investment for all size reactors. Adding these 
three components the total insurance cost is 1.15 percent of the capital invest- 
ment. This is 8.7 percent of the fixed annual charges or, about 5 times that for 
the coal-fired plant. 

Let us see how our results will change if we allow a margin for error. Since 
we don’t know at this time how close our estimates are, let’s use +50 percent. 
If the cost of nuclear insurance is 50 percent greater than we calculated above, 
the cost becomes 12 percent of the fixed annual charges as compared to 8.7 per- 
cent. If the cost of nuclear insurance is 50 percent less than above, it becomes 
5.3 percent of the fixed annual charges. 

For those of you who may be able to visualize this effect better in terms of 
mills per kilowatt-hour, let us convert the above results. We will assume that 
the thermal efficiency is 25 percent for the nuclear plant; the load factor is 
about 80 percent. We will further assume that the nuclear fuel cost is 6 mills 
per kilowatt-hour—this figure includes fuel element, fabrication, reprocessing, 
waste disposal, and operating and maintenance expenses. Using the first esti- 
mate, we obtain a total cost for insurance of 0.46 mills per kilowatt-hour. For 
the plus 50 percent case, the insurance cost is 0.65 mills per kilowatt-hour and 
for the minus 50 percent case, the insurance cost is 0.27 mills per kilowatt-hour. 
Thus, with the above assumptions, the error of +50 percent in our estimate of 
of nuclear insurance costs amounts to a change of only about +2 percent in 
the total cost of generating electricity of 11.3 mills per kilowatt-hour. 

Insurance costs are a greater proportion of the total generating costs in the 
case of the 40-megawatt nuclear plant. The nuclear third-party liability insur- 
ance cost is about 1.4 percent of the capital investment per kilowatt. Repeating 
our calculations, we find that the insurance costs are 1.26 mills per kilowatt- 
hour and that an error of +50 percent in our estimate corresponds to a change 
of roughly +4 percent in the total cost of generating electricity of 14.1 mills 
per kilowatt-hour. 

Although an error of 50 percent in our estimates might affect the total cost 
of generating electricity by roughly 4 percent, there are many other factors— 
fuel reprocessing, for example—where an error of only 10 percent might affect 
the total cost by 4 percent. We believe that the nuclear insurance costs for all 
the thermal neutron reactors announced to date will fall within our 50-percent 
margin. 

In his booklet, Moving Ahead With the Atom, Dr. Paul F. Genachte, director 
of the Chase Manhattan Bank’s atomic energy division, estimates a total cost 
for nuclear energy of 8 to 12 mills per kilowatt-hour. Our 11 to 14 mills per 
kilowatt-hour is comparable since the capital investments used by Dr. Genachte 
apply to the third and subsequent reactor generations, while ours are a com- 
promise between the first and second generation. 

Although some of our figures indicate that nuclear insurance costs are from 
10 to 30 times those for a conventional plant, it must be acknowledged that the 
risks involved are about as similar as water damage and flood. 

We do believe it is significant that the insurance costs of nuclear power- 
plants will be in the range of 0.5 to 1.2 mills per kilowatt-hour. Whether these 
costs are economic for all concerned—the power and the insurance industries— 
is a question that can hardly be answered categorically. We are, however, con- 
fident that present indications of insurance costs will be gradually reduced 
through greater knowledge of nuclear risks and through a good loss experience. 

For some time to come nuclear insurance will certainly be an important factor 
in the cost of generating electric power. We are inclined to believe that it is 
not in itself likely to impede progress, nor determine whether reactors will 
produce power economically. 
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EXHIBIT 


Insurance and the economics of nuclear reactors 


Coal-fired Nuclear plants 

plant, 

300,000 

kilowatts 400,000 40,000 

(thermal) | kilowatts | kilowatts 
(thermal) | (thermal) 


Capital investment in dollars per thermal kilowatt of installed 
capacity - ---- 
Fixed annual che Arges in (a) percent of capital investment and (b) 
dollars per thermal kilowatt—Insurance: 
Conventional 2: 
(a) Percent-- 
(b) Per kilowatt 
Nuclear 3d party liability: 
(a) Percent 
(b) Per kilowatt... .-- = 
Nuclear direct-property damage: 
(a) Percent 
(0) Per kilowatt. -...--- 
Other charges (including return ‘on “investment, depreciation, 
and taxes): 
(a) Percent 3 
(b) Per kilowatt $6. 00 
Total insurance and other charges: 
(a) Pereent inantieateael 12.2 
(5) Per kilowatt.....- $6. 10 
Total insurance cost as a perce ntage of total fixed annual charges... 1.6 
Total cost of generating electricity in mills per kilowatt-hour 3_____--| 46.5 
Insurance cost in mills per kilowatt-hour ; ’ 0. 04 
Insurance cost as a percentage of total cost of gener: ating e electricity . 0. 65 


$70 $100 








1 See Economics of Nuclear Power, McGraw, Hill Book Co., 1957, vol. I, p. 175. 
‘Ibid., pp. 180 and 215. 
‘Assumptions: 

(i) 


Thermal Load 
efficiency | factor 


Coal-fired plant . percent__- 34 


80 
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(ii) The nuclear fuel cost (fuel element fabrication, reprocessing and waste disposal) plus operating 
and maintenance expenses are assumed to be 6 mills per ‘kilow: att-hour. 
4 Assumes conventional fuel cost of 40 cents per million B. t. u. 


Source: Marsh & McLennan, Inc., by Edward I. Farley, Alonzo C. Rand, Mar. 11, 1957 
Senator ANperson. Mr. Slowter. 


STATEMENT OF EDWARD E. SLOWTER, ON BEHALF OF BATTELLE 
MEMORIAL INSTITUTE, COLUMBUS, OHIO 


Mr. Stowter. I am Edward Slowter; I am a chemical engineer from 
the Battelle Memorial Institute, and the business manager. 

Senator Anperson. I want to say we have had the finest reports on 
Battelle that they are doing a fine job for the Commission. I think 
this might be a good place to say so once in a while. 

Mr. Stowrer. Thank you, sir. 

To outline very briefly where we stand, I want to tell you what we 
are actually doing and where the insurance program as it now exists 
affects us. 

As you know, Battelle is a research foundation conducting work for 
the Government and industry in the amount of about $24 million 
annually, of which about half is for the Government. In the past we 
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have had liability insurance coverage, general public liability, of a 
million dollars. Our operations are such that they are on a small scale 
and we have felt that our potential hazards were adequately covered by 
this amount of insurance. 

Two years ago when the change in the law made it possible, we de- 
termined that we wanted to set up a reactor as a research tool. This 
has been done at a farm site about 15 miles west of Columbus. The 
insurance companies, through their local representatives, have worked 
with us in obtaining coverage for these operations. The reactor is now 
in operation. It is a swimming pool reactor of 1 megawatt of heat. 

We also have a critical assembly laboratory adjacent to the reactor. 
We have other buildings at this site as well as our main plant back in 
Columbus. We are currently covered by our regular liability policy 
and are negotiating for a nuclear liability policy with NELIA. 

We have encountered some of the plain: that are being pointed 
up in this meeting such as definition of the terms that we are talking 
about, and the actual coverage as you go from the regular liability 
policy to the special policy and then to such coverage as might be 
afforded by the bill under consideration, Senate bill 715. 

In the present policy that is expected to be used, we find problems 
such as these: there needs to be a definition of the facility so that we 
know, no matter where we are using special nuclear materials at our 
site, that we do have this coverage, because we may take the material 
from our reactor and move it to other areas. This is being worked 
out with our carrier at the present time. 

We, like some of the others here, have been concerned about this 
wording for the property of others. Just one simple example will 
show the problem. Our reactor is on a large site and any visitors or 
employees may have their cars parked on this site, and they could be 
damaged by an incident. 

We, of course, have the same problem that others have mentioned 
here of having other property on this site. It is a question of how 
to secure coverage of this. There is still another problem that re- 
lates to coverage outside of the United States. This comes about in 
the disposition of waste, which may be taken out to sea beyond the 
continental United States, and this is also being worked out with the 
carriers, but it is not yet clarified. 

A further problem exists on the coverage of byproducts combined 
with special nuclear material. This is similar to, but not identical 
with, the isotopic materials that may be handled, and the wording of 
the present policy says that distribution of such materials is not 
covered. This is a question of definition, that is, what does “distri- 
bution” mean ? 

For example, we may prepare experimental samples for the re- 
search foundation at Ohio State which is adjacent to our laboratory 
and we take them over there. Is this distribution? This is one 
of the questions that has to be resolved before we will have adequate 
coverage. 

These, I think, represent the kind of problems that are yet to be 
worked out. You have asked what is the cost of the insurance which 
has been quoted to us. Several of the other witnesses have already 
given our rates, I notice. t 
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However, just to cover it, the first million of coverage is $6,250 
er year; $5 million would be $15,250; $10 million would be $20,500 ; 
$50 million, $50,500. 

Senator Anerson. Can you afford that ? 

Mr. Stowrer. Senator, I wish I knew the answer to your question. 
This is the problem with which we are wrestling. This is what I 
wanted to sum up. 

Here are our basic problems: 

First, can we secure coverage that will not leave gaps between gen- 
eral liability, the speci ial hazards policy, and the indemnification pro- 
vided by this bill? This we think is most important. This has been 
brought out in the discussion here, to see that you do not have areas 
where, in excluding items from your general liability policy, they have 
not been picked up under the special police y. 

Secondly, what can we afford, and what is the proper figure that 
we need to provide as coverage? We are not fully settled in our own 
minds as to what this should be. We are working on it, both with 
the carriers and in consultation with the Commission. I e :nnot answer 
your question definitely, sir. 

Senator Anperson. My thought was simply this: Perhaps in the 
swimming-pool type of reactor that you have on your campus, $5 mil- 
lion w ould be lots of insurance, and if so, you would recognize that 
a rate that cost you 10 or 15 or 20 thousand dollars for it might not 
be too much of a strain on your budget. You do have a dangerous 
weapon. 

Mr. Stowter. That is correct. 

Senator Anprerson. But it could be that $50,000 a year would be 
quite a strain on your budget. That is why T had believed that this 
law should say that the Atomic Ener gy Commission, depending on 
type, might reduce the required coverage and in trying to decide 
how much they should require you to pay, they might look at the 
cost of it. The Atomic Energy Commission the other day testified 
pretty vigorously that they should not be interested in the cost of it. 

I cannot see why that is not an extremely important matter in this 
situation as far as we are concerned. If we require you to carry $50 
million and the rate is such that that cost is a prohibitive cost, then 
we have closed down your reactor and your research work. You may 
struggle with it trying to find the money somewhere else, but you have 
closed down some of your programs if you do it. 

Therefore, I had hoped that the Commission, being good sound 
people, would say that they do not think that this reactor needs as 
much insurance as the very large reactor that Yankee or Consolidated 
are building, and therefore we ‘not only recognize that the rate should 
be lower, and is, and we are glad of it, but the needs are lower. We are 
going to try to help: you in every way ’ possible. That is the purpose of 
the langu: age of the bill. 

Mr. Stowver. I think this is an important purpose. We feel very 
strongly that we should not be compelled to take out the maximum 
coverage possible—$60 million—if this is not a really fair estimate of 
the maximum hazard that we may be generating, which I think is the 
same thing yow have in mind. 

Senator Anerson. What I have tried to say previously is that if 
the Government should pick up the extra liability above $60 million on 
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the plant of Consolidated Edison, it ought to start picking up the 
extra liability way down farther on your reactor, the swimming pool 
type, and they ought to start picking it up over $5 million. That is 
why the bill was drawn so you did not have to take the maximum in 
order for the Government indemnity to apply. I would just as soon 
pick it up above a couple of million dollars in the case of a smaller 
reactor run by a research institute. 

I think what we need to protect are these rather larger reactors that 
have not been tested. If we can build a swimming pool reactor at 
Geneva and pack all the people in the country right around it and see 
it and sell it to the Swiss Government so it 1s going to operate right 
inside that community every day, I do not think it 1s quite as danger- 
ous as what they are going to build at Dresden. At least that is the 
way I look at it. 

You may proceed. 

Mr. Stowrer. I think this is reflected in our position that we want to 
have proper coverage but we do not want to be forced to have excessive 
coverage. 

The other phase of the problem is that we want to make sure as the 
insurance agreements are written that we have not left out important 
coverages that are necessary for our protection and those of the general 
public. 

Senator Anperson. You carry some protection now ? 

Mr. Stowrer. Yes, sir. 

Senator ANpERsoN. What does that cost you compared to what this 
cost will be? 

Mr. Stowrer. At the present time the cost of the million-dollar 
coverage—this is general public liability—and $500,000 additional 
property damage in 1956 is $6,100. This is all nonnuclear liability at 
our whole site. 

Senator ANperson. That would indicate that the first $1 million on 
this suggested rate is not out of line. 

Mr. Siowrer. If the risk associated with the atomic operations is 
equivalent of that of all else we do. 

Senator Anperson. Nobody knows that. 

Mr. Stowrer. That is correct. I would point out that from the 
standpoint of the number of personnel involved and from the number 
of dollars invested that the atomic operations are a comparatively 
small part of what we are doing. That is, these particular facilities. 

Senator Anprerson. I did not ask my question properly. Do you 
have any special charge for the atomic operations that you now 
have? 

Mr. Stowrter. We are paying $500 a month, which is $6,000 a year, 
in this interim period until our coverage is actually provided. 

Senator Anperson. Thank you. 

Do you have any other observations ? 

Mr. Stowter. That is all, sir. 

Senator Anperson. Thank you very much. I appreciate your being 
patient. 

Mr. Stowter. Not at all, sir; thank you. 

Senator Anperson. The committee is adjourned until 2 o’clock. 

(Thereupon, at 12:40 p. m., the hearing was recessed, to reconvene 
at 2 p. m., the same day.) 
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AFTERNOON SESSION 


The Cuatmrman. The committee will come to order. 

This afternoon we have as the first witness Dr. Lee L. Davenport, 
president, of the Sylvania-Corning Nuclear Corp. 

Dr. Davenport, will you come around, please. 


STATEMENTS OF DR. LEE L. DAVENPORT, PRESIDENT, SYLVANIA- 
CORNING NUCLEAR CORP., AND HOWARD COHEN, COUNSEL 


Mr. Davenport. On my left, by the way, is Mr. Howard Cohen, 
counsel for Sylvania-Corning Nuclear Corp. 

The Cuarrman. All right, you may proceed. 

Mr. Davenport. My name is Lee L. Davenport. I am the presi- 
dent of Sylvania-Corning Nuclear Corp., and am appearing on its 
behalf. 

On November 13, 1956, Sylvania Electric Products, Inc., and Corn- 
ing Glass Works, announced their intentions of forming a jointly 
owned subsidiary to be called Sylvania-Corning Nuclear Corp., for 
the purpose of expanded research, development, and production 
activities in the nuclear field. 

It was announced that the two parents would contribute to the 
new subsidiary their respective assets and experience in the nuclear 
field, thus making available to it Sylvania’s extensive background in 
metallurgy and Corning’s le: eee in ceramics. 

On March 7, of this year, Sylvania-Corning Nuclear Corp. was 
legally organized under the laws of Delaware and on April 1 it will 
become a fully operative company. 

One of the first major problems with which Sylvania-Corning 
Nuclear Corp. will be faced will be the problem of its potential lia- 
bility to third parties arising from its manufacture and supply of re- 
actor fuel elements and components. 

This problem may, in the not too distant future, be further com- 
penn by our company’s projected entry into the fuel reprocessing 
yusIhess. 

That is, if our proposed suggestions to the Atomic Energy Com- 
mission are acceptable to it. 

At the conclusion of my statement I will respectfully offer some 
suggestions as to the adequacy of the proposed indemnity legislation 
to meet this problem. However, for these suggestions to be meaning- 
ful, I feel that it is essential that the committee be acquainted with 
our experience under present Commission policy and the problems 
we anticipate under the proposed pool insurance policies. 

In the case of strictly commercial enterprise pursuant to AEC 
licenses, as you know, section 53 (e) (8) of the Atomic Energy Act 
of 1954 requires that the holder of a special nuclear material license 
hold the United States and the commission harmless from any dam- 
ages resulting from use or possession of special nuclear material by 
the licensee. 

We believe that this, combined with the awareness of the part of 
the reactor builders and operators of their own potential lability 
problems, renders it virtually impossible for a supplier to obtain in- 
demnification on any nongovernmental job. 
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Moreover, even if indemnity from the reactor builder or operator 
were avi ailable, liability from a maximum catastrophe might well ex- 
ceed the assets of all parties concerned. 

The situation in connection with Commission contracts under the 
1954 act is somewhat different, but no less serious. It raises a ques- 
tion as to the wisdom under the peepee bills of differentiating 
between mandatory indemnification to certain licensees and discre- 
tionary indemnification to Government contractors under similar cir- 
cumstances. 

As an AEC prime or subcontractor we are faced initially with a 
dilemma. If the contract calls for use of special nuclear material, 
we may attempt to obtain this material under our license or directly 
under the contract. 

In the first case we are again confronted with section 53 (e) (8) of 
the act. 

In the second case we are confronted with serious accountability 
problems. In at least one instance in the past year these accountabil- 
ity procedures—which by the way are enforced by the Commission— 
required us to halt all other work at our facility until work was com- 
pleted on the special nuclear material involved under the contract 
In question. 

Let us assume, however, that the accountability problems can be 
resolved, or that a particular contract does not require the use of 
special nuclear material. 

It is our understanding that the Atomic Energy Commission has 
pursued a policy of treating each case on its own individual merits 
insofar as indemnification is concerned. 

Our experience indicates that, in so doing, the Commission may 
have applied certain principles. In discussing these principles and 
their practical results, I want to emphasize that I do not intend any 
criticism of the Commission. I am certain that the Commission 
has done everything that it feels it can do within its legislative au- 
thority, and we at Sylvania-Corning Nuclear Corp. are deeply ap- 
preciative of the efforts of the Commission in this respect. 

I have outlined these problems merely to illustrate the inevitable 
results of what the Commission honestly believes to be their lack of 
authority under the present law to formulate a comprehensive in- 
demnity policy. 

Our understanding of the Commission’s approach to indemnifica- 
tion on contract work is as follows: 

By “approach,” I mean whether to grant or not to grant indemnifica- 
tion and the extent of that coverage. 

1. It will authorize but not direct the regional offices to grant in- 
demnities to reactor operators, reactor builders, and assemblers and 
fuel element suppliers in the following situations: 

A. To direct prime contractors either at the instance of the 
cognizant regional office or at the insistence of the contractor ; 

B. If insisted upon, to the subcontractors of cost reimburse- 
ment type prime contractors on the theory that the low bid of 
the subcontractor constitutes adequate legal consideration to the 
Government for granting the indemnity. 

A subcontractor for the reactor or the fuel elements may also be 
able to obtain, in more or less limited form, indemnity which the prime 
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contractor has succeeded in obtaining from the Commission and which 
the prime contractor is authorized to pass on. 

However, the Commission apparently will not grant anything more 
to any subcontractor of a fixed- price prime contractor. In justifica- 
tion of the policy, the Commission apparently reasons that the prime 
contractor is already obligated at the fixed price, and there is therefore 
no legal consideration for granting anything further to the subcon- 
tractor unless the prime contractor can demonstrate that it is other- 
wise impossible to get the job done. 

The indemnities granted pursuant to these principles may be more 
or less complete. Frequently they will not cover liability which may 
arise from nonnuclear materials, such as moderators, supplied under 
the contract, although such nonnuclear materials may he used in a 
reactor and may, therefore, subject the supplier to full liability for 
any excursion. 

The Commission apparently feels that, with limited exceptions, 
there is no authority to grant any substantive terms of conditions, in- 
cluding indemnities, which may require the expenditure of public 
funds, except where they are absolutely essential to get the work done. 

The Commission has apparently determined administratively that 
for the present, essentiality has been demonstrated only in the prime 
and subcontract situations I outlined a few moments ago. 

We can fully appreciate the problems with which the Commission 
has been faced aa its reluctance to act in any area where its authority 
appears to it to be questionable. 

2 ae ver, this very question as to the Commission’s authority bears 
directly on the proposed legislation before the committee, and I be- 
= warrants ¢ aos scrutiny of the problems it has given rise to. 

. Although indemnities in varying degrees of coverage may be 
obe tined in individual situations under the Commission’s present 
policy, there is no way of estimating in advance what may be obtain- 
able in any given case. This approach may result in inadvertent 
discrimination among contractors. 

Even in those cases where adequate indemnification is ultimately 
obtained by a subcontractor, the protracted negotiations that are often 
required to obtain it frequently may so antagonize the prime con- 
tractor as to jeopardize future business relations with that contractor. 
ie have been confronted with pr ecisely this situation in the past year. 

The approach which the Commission apparently has taken fur- 
a in a line being drawn between the reactor operator, builder, 
and fuel element supplier on the one hand, and the supplier of other 
parts, such as moderators or control instruments, valves and nuts and 
bolts on the other hand, despite the fact that all may be subjected to 
equally serious potential liability should a reactor excursion be attrib- 
uted to the components which they have supplied. 

4. Finally, the Commission’s discretionary policy on indemnifica- 
tion may result in inevitable emphasis, in awarding contracts, on 
whether or not indemnification is insisted upon rather than upon the 
price bid or the bidder’s relative competency to perform the job. 

Turning now from the problem as it has confronted us in the past 
year to the problem as we see it in the future, we have reviewed the 
third-party liability-insurance policy proposed by the recently formed 
insurance pool. We are deeply appreciative of the efforts made by the 
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insurance industry to help resolve this problem and are keenly aware 
of the problems with which they have been faced in attempting to 
do so. 

However, while the premium rates which have been indicated may 
be entirely justified, we cannot ignore the fact that they will affect 
the cost of producing nuclear power. 

We are concerned also with the areas which the proposed policies 
would leave uncovered. 

Without going into great detail, I would like to point out 3 or 4 
such areas which have given us the greatest concern, and which sug- 
gest the need for Government indemnity even beneath the dollar limit 
of financial protection provided for by the proposed bill. That is, 
to broaden the scope of the protection. 

The policy is limited to claims which are actually made during 
the term of the policy and within 2 years thereafter. It affords no 
coverage for claims made subsequent to such 2-year period although 
the manifestations of i injury may not appear until such later time and 
resulting claims may be well within the applicable statutes of limi- 
tation. 

2. The policy covers only certain types of injury caused by source, 
spect nuclear or byproduct materials. It leaves entirely open the 
question as to whether or not an accident, legally caused by some 
other material such as a moderator, but aggr: avated and arising further 
from the source, byproduct, or special nuciear materials used in con- 
junction with such moderator, would be covered by the policy. It is 
significant in this respect, that while the words “caused by” the speci- 
fied material are used in the cover age section, the words “arising out 
of” are used in (g) (1) of the exclusion section. 

The policy as presently drafted affords no protection to the sup- 
saeee for damage to the nuclear facility of the ultimate user. Yet the 

ralue of such fac ility and, consequently, the potential liability for 
damages to it may far exc eed the assets employed by the supplier in 
furnishing the product and, conceivably, the entire assets of many 
companies. While a contractor may be able to contract against such 
liability to the property of his direct customer there would not ap- 
pear to be any practical way of contracting against liability to the 
facility owner or operator unless he happens to be the direct ¢ ustomer. 
We understand that the insurance companies are considering the pos- 
sibility of waiving subrogation against suppliers on this type of lia 
bility. This would be extremely helpful in resolving this problem. 

In this background, it is no wonder that the industry anxiously 
awaits the outcome of the presently proposed indemnity legislation. 
The bills introduced by Senator Anderson and Representative Price 
would undoubtedly go a long way toward resolving many of the more 
serious aspects of this liability problem. 

The favorable things which might be said about these proposed bills 
would far outnumber the few additional comments we may have on 
them, and this committee and the staff merit the highest praise for 
the splendid job you have done in this respect. 

However, you have requested our thoughts on any respects in which 
the bills might be improved. Therefore, I would ‘like to point out a 
few of the more vital areas in which classification or modification 
would be helpful in view of our past experience and the proposed 
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pool insurance policies on which the bills’ financial responsibility pro- 
visions are premised. 

1. The proposed bills as they now stand would provide for Gov- 
ernment indemnification in excess of the amount of financial pro- 
tection required up to a maximum of $500 million. 

In view of the exclusions set forth in the proposed nuclear policies, 
I feel that it would be advisable to modify the proposed bills to pro- 
vide for protection not only in excess of the total dollar amount of 
financial protection required, but also in excess of the extent or 
scope—in qualitative coverage—of financial protection which may be 
commercially available. In other words, the bills should provide for 
the Government indemnity to completely cover any gaps in the pri- 
vate insurance available to fulfill the requirement of financial pro- 
tection. 

2. The proposed bills, like the proposed insurance policies, exclude 
any liability of a supplier or others for damage to the reactor site. 
In view of the large potential liability with which a supplier may be 
faced in this connection, as I have suggested a few moments ago, it 
is our urgent request that this exclusion be reconsidered. 

We recognize that the primary criterion of any legislation of this 
sort must and should be the public interest; we also recognize that 
inclusion of reactor site liability under the coverage of the bills would 
not serve primarily to protect the general public against financial 
loss. 

We submit, however, that development of economic nuclear power 
and, therefore, the remioval of any serious and perhaps insurmountable 
obstacle to such development, is clearly in the public interest. 

3. Section 170 (d) of the bills authorizes the Commission to grant 
indemnity to Government contractors for the construction or opera- 
tion of production or utilization facilities or research and develop- 
ment plants. Even assuming that subcontractors of such prime con- 
tractors would be covered under the indemnities granted to their 
prime contractors, this wording raises serious question as to whether 
indemnity will be available to parties such as the fuel element or com- 
ponent manufacturer who supply the Government directly. 

In this connection I would like to add that at Sylvania-Corning 
Nuclear Corp. we have a direct Commission fuel element contract 
with the Savannah River office of the Commission which is not cov- 
ered at all by the present terms of these bills. 

I would also like to add that a very quick and brief review which 
we have had the opportunity to make of Mr. Price’s comments out- 
lining the provisions of the suggestions suggested by the Commission 
on this point seem also to overlook the problem of the direct sup- 
plier to the Commission with respect to potential liability for radia- 
tion resulting from a chemical explosion or from failure of the sup- 
plier’s products in the reactor. Product failure could render the 
supplier liable for all damages resulting from an excursion although 
the supplier himself did not construct the facility or use any special 
nuclear in performing the contract. 

The Commission’s recommendation would not cover the direct sup- 
plier of elements such as a control rod. 

Section 170 (a) of the counterpart of these bills was modified last 
year to remedy this same problem with respect to licensed activities 
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and we urge that a similar revision now be made in section 170 (d). 

4. Section 170 (d) of the proposed bills merely authorizes the Com- 
mission to enter into indemnity agreements 1n connection with Gov- 
ernment contracts. To avoid any question as to the extent of the au- 
thority granted and any possibility of a continuation of the prob- 
lems which have arisen under the present law, we strongly urge that 
the provisions applicable to Government contracts be made mandatory, 
at least with respect to those activities for which a requirement of 
financial protection and granting of indemnity would be mandatory 
if the activity were under a license. 

As to those activities under license or contract on which indemnity 
is left to the discretion of the Commission, we feel that it is essential 
that it be made clear in the bills, or in the committee report, that exer- 
cise of such discretion need not be confined to situations where in- 
demnity is essential to getting the job done. 

5. Finally, with respect to the Government contract provisions, 
while section 170 (c) clearly makes the indemnity provisions ap- 
plicable to existing licenses, there is no similar provision covering 
existing contracts. 

6. It is questionable whether the proposed bills as they are presently 
worded provide any authority for indemnity coverage under con- 
tracts with the other Government departments or agencies, although 
they may involve substantially the same nuclear hazards as those 
with the Atomic Ene1 rgy Commission. We understand that the De- 
partment of Defense is seeking appropriate legislation to this end. 
While I will not purport to raise the question of whether this problem 
falls within the province of this committee, I do wish to go on record 
as urging that the appropriate committee or committees give im- 
mediate attention to providing identical indemnity protection on all 
Government work. 

While neither of the two bills presently under consideration have 
attempted or purported to meet the problem of liability in connection 
with export of production and utilization facilities or suppliers to 
the exporters, I feel certain that this committee is fully aware of the 
problems with which the industry is faced in this respect and intends 
to study this question further with a view to taking action on it at 
some future date. 

In conclusion I want to take this opportunity to again thank all 
the members of this committee, and the staff, for the deep and sincere 
interest that all have taken in this, as well as the other problems with 
which our industry has been faced, and for the great strides that have 
been made to remove the roadblocks to development of a flourishing 
private atomic industry in this country. 

It is our sincere hope that the foregoing comments will be of some 
help to this committee in arriving at a full understanding of one of 
the major problems with which the industry is still faced “and conse- 
quently will aid the committee in coming to a determination on the 
final form of bill which will be recommended to resolve this problem. 

The specific comments which I have made on the proposed bills 
have been made solely with this object in mind. 

The anticipated lability problems of last year have become the 
dilemmas and roadblocks of today. 

As indicated in last year’s testimony, these roadblocks bid fair to 
bring the industry to a standstill. If the industry is to progress and 
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the public to have the protection that it deserves, there is an im- 
mediate and urgent need for adequate indemnity legislation. 

The Anderson and Price bills with the modifications I have sug- 
gested would achieve this end without question. 

However, I want to reemphasize that the proposed bills, as presently 
worded, represent a significant step toward resolution of the problem. 

In view of this and the immediacy of the need for legislation, if 
the modifications I have suggested would unduly delay legislation, 
I think there is no question that the bill enacted as is today would 
be preferable to a more complete bill enacted 6 months from now. 

We sincerely hope that in this case the needs for revision and 
immediate action are not mutually exclusive. We feel confident on 
the basis of this committee’s past performance that our hope is not 
an idle one. 

If any of us at Sylvania-Corning Nuclear Corp. can be of any help 
to this end, we trust that you will not hesitate to call upon us. 

I would like to add that we can give certain specific contractual 
examples to reinforce this testimony if they would be of any help to 
this committee. 

The Cuatrrman. Mr. Davenport, that is an excellent statement. 
Certainly the committee is glad to have these suggestions. In the 
final writing of the measure we certainly will cake them into con- 
sideration. 

Mr. Davenport. We will be very pleased to have you do so. 

The Cuarrman. Are there any other questions? 

Mr. Ramey. You mentioned at one point that the proposed bills do 
not have any authority for other Government departments or agencies 
to enter into indemnity agreements. 

There is language that would permit the Commission to indemnify 
other agencies and/or their contractors under joint projects, as | 
understand, in the atomic energy field. This was intended to cover 
such things as the ANP project in which the Air Force participates, 
the naval reactor projects where the Navy organizations participate 
to some extent under parallel contracts. But it does not cover the 
broad scope of all defense departments. 

Mr. Davenport. I see. 

The CuarrMan. Your suggestion would be largely covered in the 
present bill that we have before us, if I get the point of all your 
recommendations. 

Mr. Davenport. Certainly one strong representation which we 
make is that the gaps in the proposed insurance coverage be filled 
by the proposed bills’ coverage. 

Mr. Ramey. Some of the members have suggested that possibly 
those gaps might be filled by the insurance policy. It might be 
extended; since it already, by means of a third-party-beneficiary con- 
cept, covers other than the reactor operator, it might take care of that 
falling airplane and some of those other things. 

Mr. Davenport. From our point of view if the coverage is avail- 
able at reasonable costs, we would be very pleased to see the insurance 
companies through their pool policies extend the coverage to degrees 
where it is not now extended. 

The Cuarrman. Have you had time or have you gone over the cost 
of the policies? If so, give us you opinion as to what you think of 
the rates proposed by the insurance companies. 
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Mr. Davenport. I must say at “ee time that we have not had official 
notification of the rates proposed by the pool policies to permit us 
to study in the degree that fe would. be necessary to make a recom- 
mendation before this committee. 

I can only say that the atomic industry is in a sense fighting an 
uphill battle, a competitive battle with other fuels for position in 
this country and anything which adds to the costs of doing business 
in the atomic field further places it down the ladder with respect to 
the problems of doing business in competition with other fuels. 

The CHarrman. It certainly places it in a competitive way in a 
less favorable position. 

Mr. Ramey. Are you presently covered third-party liabilitywise 
under your existing insurance in your present operations covering your 
nuclear energy work? 

Mr. Conen. We presently have $10 million of product liability 
coverage. However, it is our understanding that when the new pool 
policies become operative we will receive a rider to that policy that 
will exclude nuclear incidents from the coverage. 

I might add that $10 million is, to the best of our knowledge, the 
most that is available today for such coverage. 

Mr. Ramey. Do you think that is adequate for your operations in 
your fuel fabrication business? 

Mr. Conen. We think it is all we can get. We think it is not ade- 
quate by any means to cover all possible product liability. It may 
be adequate conceivably to cover our present site liability. 

But we feel that the potentialities of a reactor catastrophe as a 
result of which we may conceivably be held liable for all damages 
are such that this policy is not adequate in the absolute sense of the 
word. 

The Cuarrman. Is it the purpose of your company and intent, 
of course, to get into the teoductien of reactors; is that correct? 

Mr. Davenvort. No. 

The CuarrMan. Or just equipment ? 

Mr. Davenport. Our position in the industry is that of a fuel and 
components supplier and possibly an operator of a reprocessing plant. 

We at the present time are not concerned with the problems that 
face the reactor suppliers. 

Mr. Couen. It is in connection with our supply of components and 
fuel elements that we are so seriously concerned with the Government 
contract provisions of the present bill. 

We feel that as worded and as suggested by the Commission they 
would not cover many aspects of our operation from the product lia- 
bility point of view. 

The CuarrMan. Are you in that work at the present time ? 

Mr. Davenport. We are. 

Mr. Ramey. Has the Commission ever written you saying that they 
do not have authority under the present law to extend indemnities 
as far as you would wish them ? 

Mr. Cowen. We have never received anything in writing to that 
effect. 

However, we have been told this: when we have requested full 
indemnification in certain specific situations we have been told it at 
all levels of the Commission. 
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Mr. Ramey. Of course, the Commission has a mandatory contract 
article system of administration where they can put in certain con- 
tract articles that each regional office is supposed to follow in its 
negotiations. I am sure in dealing from the other side of the table 
that it has been to the advantage of the contractor that an operations 
office has some flexibility in negotiating contracts. 

What you are saying here is that the Commission as a mandatory 
matter should be told by Congress that they ought to extend these 
indemnities. 

Would that not possibly have some drawbacks also that you would 
get some things that you do not expect through a mandatory system ? 

Mr. Couen. I think there is probably a twofold answer to that 
question, Mr. Ramey. 

On the one hand, as far as the contractor is concerned, the problem 
of potential liability has now become such a vital issue to those com- 
panies who are cognizant of what that potential liability may be that 
it has pretty much come to the point where we either take the job 
or we don’t, depending on whether we get adequate indemnity cover- 
age from the Government. 

This means that under present policy you are permitting the re- 
gional office in effect to determine who stays in this industry and who 
does not. 

No. 2, from the publie’s point of view, if the public is to be protected 
against potential losses, I would think that it would be in the public 
interest and that Congress would be interested in ascertaining that 
the public was protected irrespective of what the different points 
of view or the bargaining position might be on any contract with 
respect to any particular regional office. 

I want to emphasize and agree completely with what Dr. Davenport 
said a few moments ago. We are not criticizing the Commission. 
They honestly believe as they have told us that they have no authority 
to go beyond giving indemnities that they think they absolutely must 
give if the job is to be done. 

We only point to this as illustration of the problem they feel they 
are confronted with and the results that have arisen from this. 

The Cuarrman. Do you receive all the reports or information from 
the Commission to perform your duties in a way you feel is safe? 
I mean with respect to radiation hazards? 

Why I ask that question is that you said that the Commission at the 
present time was operating the best they could under the law as they 
interpreted it. Do you receive all of the information necessary to 
carry out the duties performed for the Commission ? 

Mr. Cowen. We do and we, as any other responsible company in 
this field would do, conform to the very best of our ability to all the 
health and safety regulations pursuant to information we receive 
from the Commission. 

I don’t think we or any other company can claim that we are perfect 
in the sense that there may not be a human failure at some point. It 
is the possibility of some human failure and the fact that it may con- 
ceivably lead to a reactor excursion and the potentially unlimited 
lability that might result from that that concerns us. 

The CuarrMan. We have had such an excellent operation of our 
reactors, of course, that I feel that information would be highly im- 
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portant to an operator of any type of facility that produces radiation. 

There is no question that based on that information which you re- 
ceive you still feel, of curse, there is a hazard involved that you should 
‘arry more indemnity insurance. 

Mr. Conen. We fell, as Mr. Harrison, Sylvania’s vice president in 
charge of finance, testified last year before the executive session of 
this committee, that we completely agree that the possibility of a 
reactor excursion approaches zero if these health and safety standards 
are adhered to. 

However, we also agree that no responsible management would 
unqualifiedly recommend that its company take a risk for an unlimited 
period of time, no matter how small the probability of its occurence, 
if the potential liability involved were unlimited. 

Mr. Ramey. In your comments as to some of the gaps in the insur- 
ance policy you mentioned that the policy covers only certain types 
of injury caused by source, special nuclear or other byproduct ma- 
terial. Does that same comment apply to the coverage of the in- 
demnity bill, as such, which has the language somewhat similar ? 

Apparently it does not. 

Mr. Conen. Are you referring to the bill or the indemnity policy 
of the Commission ? 

Mr. Ramey. I meant the bill. 

Mr. Conen. I think the bill is fine in this respect. The bill uses 
the language “caused by,” I believe, or “arising from,” and I assume 
the words “arising from” were intended to cover this point. 

Mr. Ramey. I think that was our understanding. 

Mr. Conen. The policy uses the words “caused by” in covering 
section and “arising from” in the exclusion section. 

Mr. Ramey. That is something that Mr. Haugh may be requested 
to comment upon at a later time. 

The Cuatrman. Thank you very much, Mr. Davenport. 

Mr. Davenport. Thank you, Mr. Chairman. 

(Amplification of Mr. Davenport’s testimony follows :) 


SYLVANIA-CORNING NUCLEAR CoRP., 
Bayside, Long Island, N. Y., April 4, 1957. 
Hon. Cart DURHAM, 
Joint Committee on Atomic Energy, 
United States Senate, Washington, D. C. 


DEAR REPRESENTATIVE DURHAM: In my testimony before the Joint Committee 
on March 27 on the proposed indemnity bills, I outlined a number of areas 
which we felt the proposed pool insurance liability policy would leave uncov- 
ered. One such area which I did not mention at that time, and which has 
subsequently come to our attention, is the area of product liability of a sup- 
plier to the Government. 

Paragraph g (6) of the “exclusions” section of the policy excludes from the 
eoverage of the policy any nuclear incident arising out of special nuclear or 
byproduct material sold or distributed by any insured to the United States of 
America or any agency thereof, if the bodily injury or property damage occurs 
after delivery of such material at any premises of the United States of America 
or any agency thereof, or after arrival of such material at any other premises 
where it is to be delivered. 

Paragraph g (6) would appear to exclude from the coverage of the policy any 
liability of a supplier to the Government resulting from a defect in any product 
supplied by him which contains special nuclear or byproduct material. As in- 
dicated in the Columbia report, a supplier of a defective product to a reactor 
might very well be held liable for all of the potential damages resulting from 
a reactor excursion. While recognizing this fact, it is apparently the intent of 
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the insurance pool to exclude from the policy all product liability of a sup- 
plier to the Government. The insurance pool has apparently reasoned that such 
liability will or should be covered by a direct indemnity from the Government. 

However, as indicated in my testimony, indemnity has in fact been granted 
by the Commission only in limited instances. Furthermore, the Anderson-Price 
bill, by its present terms, would not authorize indemnification of all direct sup- 
pliers of the Government. Even in those circumstances where indemnification 
is authorized by the present wording of the bill it is not mandatory. I beliéve 
that the terms of the proposed insurance policy and the apparent intent of the 
insurance pool point up further the necessity for extending the provisions of 
section 170 (d) of the Anderson-Price bill along the lines suggested in my testi- 
mony. 


I want to thank you once again for the opportunity of appearing before your 
committee. 
Cordially yours, 
SYLVANIA-CORNING NUCLEAR CORP., 
Lee L. Davenport, President. 
The CuarrMan. The next witness is Mr. Arthur Berard, president 
of the National Electrical Manufacturers Association. 


STATEMENT OF ARTHUR BERARD, PRESIDENT, NATIONAL 
ELECTRICAL MANUFACTURERS ASSOCIATION 


Mr. Brrarp. Mr. Chairman and members of the committee. My 
name is Arthur A. Berard. Iam president of the Ward Leonard Elec- 
tric Co. of Mount Vernon, N. Y., and also president of the National 
Electrical Manufacturers Association. I appear today on behalf of 
the members of the National Electrical Manufacturers Association to 
add their support to the bills introduced by Senator Anderson and 
Representative Price, S. 715 and H. R. 1981. 

The National Electrical Manufacturers Association is an unincor- 
porated trade association with a membership of 563 companies engaged 
in the manufacture of electrical products of all kinds, from hydraulic 
turbines to fuses. 

These companies are by no means all large ones. Based on the 
results of a survey recently conducted by the association it is estimated 
that about 70 percent of our member companies have a net worth of 
less than $5 million, and about 30 percent of the entire membership 
a net worth of less than $1 million. 

The association is thus truly representative of a considerable seg- 
ment of the electrical manufacturing industry, and I wish to emphasize 
that I am here today very much as a representative of the smaller 
companies in the industry, including my own company, Ward Leonard 
Electric. 

At the very outset I would like to make it clear that I am by no 
means an expert on liabilities connected with atomic energy. My 
information concerning the industrial hazards connected with its. use 
comes largely from the final report on Financial Protection Against 
Atomic Hazards, prepared by the Legislative Drafting Research 
Fund of Columbia University and published in January of this 
year. 

After reading that report, which I understand is the latest and most 
authoritative survey available, I have become profoundly concerned 
about the possible effects of damage caused by atomic hazards on the 
atomic energy program, the electrical manufacturing industry, and 
the public. 
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There are many different kinds of electrical et ew ranging 
from alarms through wire and cable, which are, or may be, used in 
connection with atomic reactors, and I am attaching to th is statement 
for the Joint Committee’s perusal a list of that equipment, together 
with a representative sampling of some of the companies which 
manufacture it. 

The failure or malfunction of almost any one of these electrical 
components may result in the catastrophe of a runaway reactor or 
similar hazard in a nuclear system, with damages to person and prop- 
erty which are well nigh incalculable. 

The Columbia U niversity report which I have referred to points 
out that: 

* * * The maximum damage which might be done is unknowable. For the 
purposes of this report, it is sufficient to assume that it would be of a very high 
magnitude. 

I wish to point out here that the many electrical manufacturers for 
which I am speaking, as with other manufacturers of nuclear compo- 
nents, occupy a rather special position with respect to this risk of a 
failure which might cause such awesome damage. 

We do not, with a very few notable exe eptions, participate directly 
in the construction of atomic reactors, or facilities for fuel fabrica- 
tion, fuel processing, and waste disposal. We merely manufacture 
a variety of component parts which are used, frequently without our 
knowledge, in assembling the overall system. 

Let me illustrate my point: 

We are told that nuclear reactors contain an immense amount of 
radioactive material, and that they are regulated by control and 
safety rods which are driven in to the nuclear material or taken out 
to reduce or increase activity or to shut down operation entirely. 

We are also told that these rods are controlled by common indus- 
trial devices such as pressure switches, undervoltage relays, and push- 
buttons, devices which are used for hundreds of other purposes in 
nonatomic industrial operations and which may be freely purchased 
in the open market, at a relatively low price, and gener ally without 
the manufacturer ever knowing or having any particular reason to 
know that his device is to be used in connection with, or as part of, a 
nuclear system. 

It may be presumed that all reasonable precautions have been taken 
by the builder or operator of an atomic plant to provide adequate pro- 
tection to the public against the possibility of catastrophic accidents 
and that the chance of such an accident is slight. But because 
atomic energy matters are somewhat secret, it is “probable that the 
manufacturer of an electrical component will not know how, or 
where, or for how long a product of his manufacture will be used and 
what safety measures will be adopted. 

We do know, however, that if an accident should occur—remote 
though that possibility may be—the possible damage is almost beyond 
human comprehension. And such staggering damage might be sim- 
ply the result of failure on the part of an electrical control or si afety 
device, costing perhaps less than $50, and used in the nuclear system 
without the prior knowledge of the manufacturer. 

The resultant liability of the manufacturer, in the absence of some 
law limiting liability and providing for indemnification to persons 
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sustaining injury, would be sufficient to destroy almost any manu- 
facturing concern, not only putting that concern out of business, but 
also leaving those injured with no source of compensation. 

And all this because of the failure of a $50 switch. 

Furthermore, since the runaway reactor catastrophe may not be an 
explosion, when the area is finally decontaminated, the evidence as to 
what caused the accident may be well preserved. 

This, of course, makes it easier to determine who is liable for the 
damage, and, in a sense, increases the product manufacturer’s risk. 

As a layman I had always thought that there could be no liability 
without fault. However, the impartial legal experts who prepared 
the Columbia University report for the Atomic Industrial Forum, 
Inc., have pointed out, on page 22, that rules of strict liability, that is, 
liability even without fault, may be applied to the operators of atomic 
installations. 

They also point out, however, that even if rules of strict liability 
are not applied, as in the case of suppliers— 


neither the operators nor the suppliers can be certain that in a particular case 
they will not be held liable, however careful they may be (p. 23). 


As the authors of the report have noted, the important fact from 
the viewpoint of the atomic industry and its suppliers is that— 


a procedure exists whereby liability can be imposed on the operator or a supplier 
without regard to fault. 

Every manufacturer, whether consciously or not, assumes the pos- 
sibility of some liability as a part of the normal risk of doing business. 

However, the loss of life and property which might result from 
failure in an atomic energy plant is so great that the risk becomes 
different in kind as well as in degree, and is so profound that mere 
diligence and care in the manufacturing process cannot be considered 
as adequate protection against that risk. 

Nor is private insurance sufficient to protect either the publie or 
the manufacturer against this risk. In fact, the report accompanying 
S. 4112 in the 2d session of the 84th Congress, pointed out that: 

The central fact which emerged from those hearings was a striking unanimity 
of opinion that the liability insurance expected to be available from the insurance 
industry will not provide adequate protection to the public against the possi- 
bility of catastrophic accidents, remote though that contingency may be, and 
that legislation is needed promptly to remove the deterrent effect which limited 
insurance protection will have on development of the nuclear-power industry. 

I endorse that statement wholeheartedly. 

As the committee undoubtedly knows, the Nuclear Energy Liabilit 
Insurance Association was formed last spring as an agency through 
which its members might offer protection against radiation liabilit 
hazards. The amount of coverage is expected to be about $50 million 
per installation, which will cover the liability of the operator as well 
as all suppliers up to the limit of the policy. 

However, it does not presently appear that any liability insurance 
will be available to the suppliers of component parts against damage to 
the atomic installation itself. (See Heard, Coverage of Liability 
Risks by Stock Company Facilities, Atomic Industrial Forum Report 
No. 12, vol. 1, 1956, p. 95.) 

In a telegram which I received from Mr .Ramey, I was asked to 
make available to the Joint Committee information on private insur- 
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ance rates. I regret that I have no such information and have only 
heard rumors that it will be high. 

My point is, however, that private insurance seems clearly to be 
fundamentally inadequate. Fifty million dollars of insurance is, of 
course, a great deal of money. But it dwindles in size to unimportance 
in comparison with the damage which can result from an industrial 
atomic catastrophe. 

It seems to me therefore that the following dangers are inherent in 
the present situation : 

1. The development of atomic energy for peacetime and civilian 
use may be impeded because of the reluctance of manufacturers to 
assume the risk of a fantastic financial liability unless some. assurance 
can be given by the Federal Government that it will imdemnify per- 
sons injured in atomic catastrophes in the event and to the extent that 
private insurance is either unavailable or inadequate. 

2. Manufacturers of component parts, such as the electrical manu- 
facturers for whom I speak, are being asked to assume this great risk 
in situations over which they may have no control, since their products 
may. be used in a nuclear system and under conditions of which they 
have-no foreknowledge. 

Many of these manufacturers are relatively small companies with 
limited resources which would be unable to survive the financial con- 
sequences likely to follow from the failure of an inexpensive product 
of their manufacture in a nuclear system. 

3. Worst of all, however, is the fact that, because of the inadequacy 
of private resources, the general public is asked to assume the risk of 
possible horrible and devastating catastrophe without the likelihood 
of adequate compensation. No matter how remote this risk may be, 
it is not one which the citizens of this country should be required to 
assume. ° 

For these reasons, I, as a representative of 563 small and large 
electrical manufacturers, urge the passage of Senate bill 715 and 
House of Representatives bill 1981. 

I regret that the redrafts of these bills by the Atomic Energy Com- 
mission came to my attention too late for there to be an adequate 
opportunity for analysis and study. 

asically, however, I support the proposition that this Government. 
through the Atomic Energy Commission, should agree to indemnify 
and save harmless any owner, operator, user, manufacturer, or builder 
of any atomic energy facility constructed under license from the Com- 
mission, or of any part of such facility, from public liability to the 
extent that private insurance coverage 1s inadequate for that purpose. 

T also support wide dissemination of information on reactor hazards, 
and. believe that S. 1684, introduced in the Senate by Senator Ander- 
son on March 21, 1957, would assist in accomplishing that objective. 

As I pointed out at the outset of this statement, one of the great 
difficulties facing manufacturers of the component parts of nuclear 
systems such as my company and the companies I represent, is our 
lack of knowledge concerning the hazards to which our products are 
exposed, and the performance expected of them, when they are used 
in connection with atomic reactors. Thank you. 

The Cuatrman. Thank you very much, Mr. Berard. 





war w "es "s Cre 


GOVERNMENTAL INDEMNITY AND REACTOR SAFETY 259 


At the present time, under the conditions that exist, I suppose that 
many of your electrical companies are furnishing material for the 
Government / 

Mr. Berarp. Yes, they are. 

The CuarrmMan. Are you able to buy indemnity under the present 
provisions ? 

Mr. Brerarp. The larger companies that are in the reactor business 
I suppose are fully acquainted with the indemnities available to them, 
but by and large the membership of our organization is not in the re- 
actor or fuel business, but we are component manufacturers such as 
relays, rheostats, switches of various kinds, that find their way into 
these projects of which we as manufacturers have no knowledge. That 
is one of our primary concerns. 

The Crarrman. At the present time under the present policy, of 
course, you are a manufacturer selling them to a retailer 

Mr. Brrarp. It may go to a wholesaler or it may go to an original 
equipment manufacturer where it is used on a pump or used on some 
cther device. 

The manufacturer would have no knowledge that his product was 
being used in a reactor installation. 

The CHamman. But if it actually does happen after the retailer 
sold it to the Government you are still responsible ? 

Mr. Brerarp. Yes, sir. 

The Cuatrman. Thank you very much for your statement. 

Mr. Berarp. Thank you, Mr. Durham. 

The CHarrmMan. Our next witness is Mr. Benjamin Sigal, general 
counsel for the International Union of Electrical Workers. 

You may proceed, Mr. Sigal. 


STATEMENT OF BENJAMIN SIGAL, GENERAL COUNSEL, INTERNA- 
TIONAL UNION OF ELECTRICAL, RADIO, AND MACHINE WORK- 
ERS, AFL-CIO 


Mr. Sigat. Mr. Chairman, my name is Benjamin C. Sigal. I am 
general counsel of International Union of Electrical, Radio, and Ma- 
chine Workers, AFL-CIO. 

I greatly appreciate the opportunity to appear before this com- 
mittee to present our views concerning Senator Anderson’s proposed 
umendments to the Atomic Energy Act of 1954, 

At the time I was preparing these remarks I received word that our 
views in regard to S. 1684, relating to the establishment of a Commit- 
(ee on Reactor Safeguards, were requested. In our opinion the estab- 
lishment of a permanent independent Committee on Reactor Safe- 
guards is a matter of major importance and I would like to address 
myself to that bill, first. 

I wish to review, briefly, in the words of the Atomic Energy Com- 
mission, the history and function of the present Committee on Reactor 
Safeguards. 

In its 21st seminannual report, issued in January 1957, the Atom 
Energy Commission stated: 

* * * During the first year the responsibility of the Atomic Energy Com- 
inission—the Commission took over December 31, 1946—the Commission deter- 
mined to reinforce the safety evaluations of its own technical staff by drawing 
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upon the experience and judgment of outstanding scientists and engineers in 
private enterprise and universities. Accordingly, in June 1947, it established 
a Reactor Safeguard Committee to advise with the Commission, through the 
general manager, in reviewing, analyzing, and evaluating the hazards of each 
proposed new reactor and associated facilities, and of significance modifications 
of existing reactors and facilities. 

Late in 1950, the commission established an additional advisory committee, the 
Industrial Committee on Reactor Location Problems, which in 1951 undertook 
to study sites of Government reactors and to evaluate environmental factors 
of reactor hazards. 

In July 1953, the two committees were combined into the Advisory Committee 
on Reactor Safeguards. This Committee, like its two predecessors, has given 
invaluable service in the field of reactor safety. 

With the advent of a licensed atomic energy industry, safety evaluation of 
an increasing number and variety of proposed reactors and other nuclear facili- 
ties became necessary. In organizing to meet these enlarged responsibilities, 
the Commission established in April 1955 a reactor hazards evaluation staff 
as part of the general manager’s office. 

In October of that year, in recognition of the vital part that hazards evalua- 
tion would play in licensing, the staff and its responsibilities were transferred 
to the Division of Civilian Application which administers the licensing program 
for the Commission. The staff, composed of experienced nuclear physicists and 
engineers, and members versed in other branches of science and engineering 
pertinent to the nuclear industry, reviews and analyzes proposed design and 
operating procedures of all Federal or non-Federal projects. Their advice and 
recommendations provide assistance to the Division of Civilian Application in 
evaluating a project to determine whether or not it can operate at a proposed 
location without undue risk to public health or safety. 


It should be noted that, with the possible exception of some military 

eactors, every reactor built since the Safeguards Committee was 
alli ablished has been reviewed and approved by this committee. The 
approval related not merely to the safety of the reactor itself, but 
to the proposed location of the reactor. 

It is evident from the foregoing account that the present Reactor 
Safeguards Committee plays a much smaller role in hazards evalua- 
tions than formerly. The reactor hazards evaluation staff now bears 
the brunt of making recommendations on the hazards of a reactor, 
and on the question of whether one can be operated at a proposed 
location without undue risk to public health and safety. 

The Commission now apparently considers it of less importance 
at least with reference to reactors built under the civilian application 
program, to— 
reinforce the safety evaluations of its own technical staff by drawing upon 
the experience and judgment of outstanding scientists and engineers in private 
enterprise and universities. 

A consequence of this change of policy is illustrated by the conduct 
of the Commission in regard to the applic ation of Power Reactor 
Development Co. for a license under section 104 (b) of the act. 

On June 6, 1956, the Reactor Safeguards Committee reported to 
Mr. K. E. Fields, general manager of AEC, that it had considered 
the proposed PRDC reactor and reviewed the design of the reactor, 
the state of information on the nuclear properties and the relation of 
the reactor to its containment and its site. 

The committee declared— 

(1) That it believed that there was insufficient information avail- 
able to give assurance that the PRDC reactor can be operated at this 
site without public hazard; 

(2) That it appeared doubtful that sufficient experimental infor- 
mation will be available in time to give assurance of safe operation of 
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this reactor unless the present fast reactor program of the AEC is 
amplified and accelerated ; and 

(3) That it is impossible to say whether or not an accelerated 
program would give sufiicient information to permit safe operations 
of this reactor at the Lagoona Beach site within the time schedule 
presently proposed. 

This report was not published at the time it was issued, and strenuous 
efforts were made to keep it secret although the Commission did not 
deem it to be classified information. 

As this committee knows, AEC withheld this information even from 
this committee until the matter came out more or less accidentally in 
a hearing on indemnity legislation last year. 

As a matter of fact, the report was not published until October 8, 
1956, about 4 months after it was sent to the AEC, 

Meanwhile, on August 4, 1956, the Commission issued a so-called 
conditional construction permit to PRDC. It did so, however, with- 
out finding that PRDC was financially qualified, or that the proposed 
reactor was safe. When it issued its permit, it made no reference 
whatever to the findings of the Committee on Reactor Safeguards 
and, of course, gave no reasons for rejecting the recommendations of 
that Committee. The permit was issued also without giving any 
public notice, or providing any opportunity for a hearing, prior to 
the issuance of the permit. 

As this committee is aware, several unions, United Automobile, 
Aircraft and Agricultural lmplement Workers of America, AFL- 
CIO; International Union of Electrical, Radio, and Machine Workers, 
AFL-CIO; and United Paperworkers of America, AFL-CIO; inter- 
vened and filed objections to the granting of this permit within the 
30 days permitted by AEC regulations, challenging the legality of the 
whole procedure. 

The Commission granted the intervenors a hearing limited to the 
questions of whether or not the PRDC will be able to show by the time 
these proceedings are concluded that it has the financial qualifications 
necessary, and that there will be sufficient information to assure that 
the reactor will be safe. 

In other words, despite the fact that the permit has been issued, 
that construction is well underway, and that substantial sums of money 
have already been committed, the AEC is conducting this proceeding 
as if the permit has not yet been granted. 

This short review highlights two questions; namely : 

(1) What should be the role of the Advisory Committee on Reactor 
Safeguards ? 

(2) Should a hearing be mandatory prior to the issuance of a 
permit ? 

It is an understatement, of course, to assert that atomic energy reac- 
tors create a unique safety problem. While on the one hand it is 
vigorously asserted that power reactors, particularly fast reactors, 
may on the basis of present knowledge be safely constructed, it is, 
nevertheless, asserted in the same breath that such reactors may possi- 
bly cause a catastrophe whose damages may be counted in the billions 
of dollars. 

Even if this is not an inconsistency, it should be clear that the 
safety problem of atomic-energy reactors must be handled in a unique 
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way. This is certainly a situation in which it is imperative that we 
make assurance doubly sure. 

As pointed out above, that was the theory the Commission followed 

when it first established its Safeguards Committee. It decided then 
to— 
reinforce the safety evaluations of its own technical staff by drawing upon the 
experience and judgment of outstanding scientists and engineers in private 
enterprise and universities. 
The need to do so now is no less than it was then. In issuing a permit 
for the PRDC reactor, AEC has given the go-ahead signal for the 
construction of a, reactor that has never yet been safely operated in a 
populated area. 

As a matter of fact, the only reactor anywhere even resembling it 
suffered a meltdown in a nuclear accident, an accident which the AEC 
now strenuously seeks to convert into an experimental incident. 

Be that as it may, it is clear that AEC is, and certainly should be, 
constantly pushing out the frontiers of knowledge in this field. 

By the same token, it cannot relax for a moment the safeguards 
that have been set up to assure the safety of the reactors which are 
built by private industry. Certainly the procedure which the AEC 
found satisfactory for the building of scores of experimental and 
research reactors for itself should be applicable to reactors built by 
private industry. 

Inasmuch as the present Committee on Reactor Safeguards has no 
specific statutory base, the Commission may alter or abolish it at will. 
Under these circumstances, it is important that the Committee be 
created by statute and have its functions defined by statute. 

We a endorse the principles contained in S. 1684, but think 
that several clarifying provisions would be helpful. First, the legis- 
lation should provide specifically that the Committee on Reactor Safe- 
guards shall consist of outstanding scientists and engineers in the 
various fields bearing on reactor safety, and that none of the members 
of the Committee be a full-time employee of the Commission. 

It appears to me that some such provisions are essential in order 
to preserve the independence and integrity of the Committee. I do 
not suggest, of course, that such independence and integrity have not 
so far characterized the present Committee. Nevertheless, I think 
this should be a minimum requirement in the law. 

Secondly, there should be a provision that no construction permit 
or license may be issued until at least 60 days after publication of the 
report of the Safeguards Committee. Even though there may be a 

ublic hearing before the grant of a license, a reasonable period should 
e allowed for interested parties to study the Committee’s report 
before being required to go to a hearing. 

Third, it should be made clear that a report of the Safeguards 
Committee should be required both prior to the issuance of a con- 
struction permit, and prior to the issuance of an operating license. 

It may well be that the Committee may consider a given proposal 
safe and approve the issuance of a construction permit, but change 
its mind by the time the reactor is ready for operation. 

It may be that the Committee will approve a permit on the assump- 
tion that information will be available by the time the reactor is ready 
for operation, but learn later that such information will not be avail- 
able. 
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The PRDC reactor is a case in point. The construction permit was 

issued without a finding of safety, but the Commission and the com- 

any insist that this is not objectionable since the reactor will not 
licensed unless it is found an at the time it is ready to operate. 

We urge that this bill provide that the AEC may not issue a license 
to operate without having had the matter reviewed and reported on 
by the Safeguards Committee. 

With respect to the proposal in S. 1684, for a public hearing, we are 
fully in accord with the objectives of this proposal. Our experience 
in the PRDC case emphasizes the necessity for the holding of a hear- 
ing prior to the issuance of a construction permit. 

in our opinion, the Commission gives a hostage to fortune once 
it issues a permit and authorizes the applicant to make a substantial 
investment in construction. The probability of the Commission’s 
reversing itself, once construction is well underway, must, except un- 
der the most extreme circumstances, be considered highly remote. 

Consequently, it appears to us essential that a hearing be held 
prior to the time a construction permit is issued. 

I assume that this is what is intended by the amendment to section 
189 (a), as proposed in S. 1684. However, I think it is not clear and 
should be amplified. 

I propose that this section be amended to provide that the Com- 
mission shall hold a hearing prior to the issuance of a license, or a 
construction permit, after 30 days’ notice. As it now reads, the 
amendment would apparently not apply to construction permits. 

Furthermore, it does not preclude the holding of a hearing after a 
license or a permit is issued, which we consider undesirable. 

Concluding on S. 1684, I think it is fortunate that Senator Anderson 
introduced his bill regarding the Committee on Reactor Safeguards 
at this time, because such legislation is a prerequisite to any indemnity 
legislation. 

Now, with respect to indemnity legislation in 8. 715 and H. R. 1981, 
the preamble to these bills states that the legislation is necessary— 
in order to protect the public, and to encourage the development of the atomic- 
energy industry in the interest of the general welfare and the common defense 
and security * * * 

If the conduct of AEC in the PRDC case is typical of its present 
and future attitude with regard to the issuance of licenses for private 
reactors, even $500 million indemnity will not protect the public. In- 
demnification will not protect the health and safety of the public; 
it can only pay for some part of the damage caused by a nuclear 
accident. 

It may be in the interest of the general welfare and of the common 
defense and security to spread the risk and the cost of nuclear acci- 
dents, but it certainly cannot be in the interest of the general welfare 
and the common defense and security if the existence of indemnifica- 
tion legislation reduces the standard of care exercised in the building 
of such reactors. We are very much concerned lest that may happen. 

Let me direct your attention first to a little episode that appears to 
have been forgotten. About 2 years ago AEC appointed a group 
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of 10 insurance executives called the Insurance Study Group. Two 
of the stated purposes of this group were: 

To develop information and criteria with respect to the insurability of in- 
dustrial atomic energy installations and undertakings ; and 

To make appropriate recommendations to the Commission including any 
specific legislation that may be considered necessary. 

One of the recommendations made by this group in its report, is- 
sued on July 13, 1955, was as follows: 


In order to promote the insurability of such enterprises and increase insur- 
ance capacity, it is believed absolutely necessary that the present Reactor Safe- 
guards Committee or a similar committee continue to function and that stringent 
safety standards be maintained as a condition precedent to licensing under the 
1954 act. This would involve periodic inspection as to compliance as a con- 
dition for the continuance of the license. 

It is evident from this recommendation that the Insurance Study 
Group believed that no insurance should be issued unless a reactor 
had the approval of the Reactor Safeguards Committee, as it existed 
and functioned in July 1955. 

As already pointed out, that Committee no longer functions as it 
did in July 1955. 

Furthermore, it is evident that the Insurance Study Group did not 
look upon the recommendations of the Safeguards Committee as being 
merely advisory. The strong language used can lead only to the con- 
clusion that this group of insurance executives believed that no in- 
surance should be granted unless the Safeguards Committee con- 
sidered the reactor safe. 

The wisdom of this recommendation has been emphasized by the 
conduct of AEC in relation to the PRDC application. I imagine 
that your committee would agree that the safety of a reactor cannot 
be determined by whether or not it has insurance or indemnification. 

Nevertheless, that appears to be the attitude of AEC. 

For example, on June 29, 1956, Mr. Strauss testified before the sub- 
committee of the Committee on Appropriations of the House of 
Representatives on the second supplemental appropriation bill of 
1957, part 2, page 331, as follows: 

Then, as Commissioner Murray informed you 2 or 3 days ago, the Reactor 
Safeguards Committee of the Commission has made a report to the Commission 
with respect to safety features of the reactor, which report is under study by 
the Commission at the present time. 

The Commission has not acted upon the subject of the safety aspects of the 
proposed reactor and the Detroit-Edison Co. and associates are waiting, as are 
many others interested in this business, on the action that is expected and hoped 
for from the Congress at this session on the bill to assist in the indemnification 
of third parties against the possibility of a reactor incident. 

Remember, this was about 4 weeks after the Reactor Safeguards 
Committee had refused to give the PRDC reactor a clean bill of 
health. Is a reactor any less likely to have a nuclear accident if it is 
covered by $500 million of indemnity than if it is covered by no 
indemnity at all? Obviously not. 

Nevertheless, it is quite clear that the Commission was apparently 
prepared to authorize, and subsequently did authorize, the construc- 
tion of this reactor on the expectation that indemnity legislation 
would be adopted by the Congress. 

We submit that the conclusion is inevitable that the Commission 
is prepared to take a risk on the public health when there is adequate 
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indemnification which it would not take in the absence of indemnifi- 
cation. 

An attitude of this kind is not in the public interest and cannot be 
allowed to prevail. Damages to the surviving kin of the dead are not 
adequate substitutes for the lives that may be lost in a nuclear acci- 
dent. This seem so trite it should not have to be said. Unfortunately, 
the facts require us to say it. 

I call your attention again briefly to the record in the current 
hearings in the PRDC case. Further proof that AEC takes it for 
granted that the PRDC will not continue with its project if it cannot 
obtain satisfactory insurance may be had from the latest draft of the 
proposed power demonstration contract between the company and the 
Commission dated March 8, 1957. Article V, section 2A provides: 

The company or the Commission may terminate this contract at any time 
by written notice if the company is unable to obtain such license, permits, 
regulatory and other governmental agency approvals and/or rulings as may 
be necessary for the performance of this contract, or if the company is unable 
to obtain satisfactory liability insurance coverage. It is understood that the 


Commission is not obligated to assist the company in obtaining any of the 
above. 


According to the newspapers that contract was signed yesterday. 

The company made it abundantly clear, of course, that it will not 
operate the reactor without such insurance coverage. This bears on 
the question of financial qualification of PRDC, which in turn has 
a direct bearing on safety. When PRDC sought to strike from the 
issues to be considered in the current hearing the question of its 
financial qualifications, the Commission declared in an opinion on 
December 12, 1956: 


We are satisfied that the issue of applicant’s financial qualifications to engage 
in the proposed activities bears a sufficiently direct relationship to the issues 
of safety as to entitle the intervenors to be heard on the issue of financial 
qualification. We also feel that, apart from any interest of the intervenors, 
a hearing on the issue of financial qualifications is appropriate in the public 
interest. 

We submit this question to the joint committee. Should any oper- 
ation be insured or indemnified if it is built and operated on a budget 
so tight—if not completely inadequate—that the operator may be 
compelled to introduce unwarranted economies ? 

That, we believe, is exactly the situation in the PRDC case. The 
evidence submitted by the company itself shows that if it is obliged 
to pay taxes in the same way that any business corporation is expected 
to pay them, it will end up $4 million in the hole when construction 
of the reactor is completed. 

To put it another way, even if we assume that the company’s cost 
estimates prove to be justified, all of their present commitments for 
contributions and loans total $4 million less than it will take to build 
the reactor. The company assumed, of course, that it will not have 
to pay the taxes that other business corporations pay. 

For this assumption, however, it relies upon the opinion of tax 
counsel, which has not been corroborated by the Internal Revenue 
Service. 

In one respect the Internal Revenue Service has already rejected 
one part of that opinion. 
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Furthermore, still assuming that the company will have to pay its 
taxes like any other business corporation, it will come to the end 
of its 10-year operating period with a surplus of about $600,000. 
In view of all the contingencies that may eventuate during this period, 
this is an utterly unsafe margin. 

However, in order to arrive at even this very insecure margin, the 
company is apparently relying on the assumption that it will receive 
from the AEC payment for the plutonium the reactor produces on 
a basis other than its fuel value. 

Plutonium at fuel value is worth $12 a gram; weapon grade plu- 
tonium is worth several times this amount. The actual figure is 
classified. 

Nevertheless, the testimony shows that the PRDC reactor will 
produce plutonium for which a price will be paid by AEC much 
higher than $12 per gram. 

The price, as the testimony shows, may be well in excess of $40 
per gram. It may be fairly inferred from the evidence that PRDC 
will receive approximately $30 million more for its plutonium pro- 
duction in the 10 years of its expected operation than it would receive 
for the plutonium at fuel value. 

Since, on the most optimistic assumptions of PRDC, it will end up 
the 10-year operating period with a surplus of about $7 million, it 
is obvious that PRDC cannot possibly operate without receiving the 
enormous subsidy from AEC represented by its anticipated high price 
for plutonium. 

All of this relates directly to the safety question. PRDC will be 
driven at all times by the need to economize. It will have no assets 
other than what is in the plant itself. 

Consequently, if a nuclear accident of substantial size occurs and 
the plant itself is destroyed, PRDC will have nothing but what it can 

salvage from the ruins. None of its contributing members has any 
obligation beyond its explicit written commitment. PRDC has no 
assets beyond the commitments and the money it expects to borrow. 

We consider it highly questionable that a corporation so organized 
and so financed should be permitted to operate an instrumentality 
which, no matter how remote the possibility, may cause a catastrophe. 
We submit that establishing practically unlimited indemnification for 
a corporate structure of this kind is an invitation to more bizarre hold- 
ing company financing. 

But this is only one facet of a many-sided problem. I will call your 
attention to only one more piece of highly illuminating evidence that 

came out during the hearings on the PRDC matter. 

Dr. Hans Bethe, company’s principal safety consultant, testified 
at length concerning his opinion on the safety of the reé ctor. He 
testified, in effect, that what the c ompany presently proposes to do will 
be enough to make the reactor safe. 

Nevertheless he pointed out several alterations in design which 
would be added safety factors, and named one in particular which, 
in his opinion, would guarantee the safety of the reactor. This was 
the elimination of the so-called lower blanket in the reactor core. 

At that point, the following colloquy took place between Dr. Bethe 
and myself : 
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Question. With respect to your proposal, namely, the elimination of the lower 
blanket in order to avoid refreezing, would this insure the elimination of the 
possibility of a nuclear accident after meltdown? 

Answer: This is my opinion. 

Question: If that is the case, why is not that made now a part of the design 
of the PRDC reactor? 

Answer: Because we hope to establish that even with the blanket present, the 
reactor is safe in case of a meltdown. If we do not succeed in establishing this, 
then I would recommend to retreat to the position of removing the lower 
hianket. 

Question: Then it would appear that inasmuch as you are certain that this 
would provide the ultimate safety factor, that the reason you do not now recom- 
mend it without further tests is that it would seriously affect the economics 
of the reactor ; is that right? 

Answer : It would affect the economics, I would say, not too seriously. 

Then a discussion took place as to how much money would be in- 
volved. Dr. Bethe stated that a rough estimate would be that the 
total reduction in PRDC income over a period of 10 years would be 
about $114 million, if the lower blanket were eliminated. 

Then this question and answer followed: 

Question. Your belief is, then, that it would be advisable not to make this 
change now without further tests inasmuch as it might mean a reduction in 
overall income in a 10-year period to PRDC on the order of $114 million; is that 
right? 

Answer. That is right. 

In other words, in order to save this $114 million for its anticipated 
gross income of about $92 million, the company’s principal consultant 
on safety is apparently willing to take whatever risk is involved. 

We say that this is an intolerable situation. Dr. Bethe’s testimony 
means, in effect, that the difference in cost between a reasonable amount 
of safety, and a practical guaranty of safety, is $114 million gross 
income in an operation that will gross over $90 million. 

I ask you, Mr. Chairman, is it fair and reasonable? Is it in the 
public interest, that the er of the United States should assume the 
risk, whatever it may be, of a catastrophe resulting from such a 
decision ? 

We submit that the passage of any indemnification law at the pres- 
ent time would be a serious disservice to the atomic energy industry 
and to the people of the United States. It will mean the taking of 
risks which should not, and need not, be taken. 

We urge this committee to enter upon a thorough examination of 
the licensing procedures of the Commission to determine whether or 
not its safety criteria and standards are adequate. 

We further urge this committee not to recommend indemnity legis- 
lation until it has made such an investigation and satisfied itself that 
those criteria and standards are satisfactory. 

Now, Mr. Chairman, before I close I want to comment on the news- 
paper report I read this morning, of testimony given before this com- 
mittee by a representative of the General Electric Co. in which he 
said, in effect, that so far apparently as his company is concerned, 
they will stop building what they claim is the largest all- nuclear 
powerplant scheduled in this country if this Congress -adjourns with- 
out passing this indemnity legislation. 

Now, I think that that’ statement is unconscionable. It is a threat 
which should be vigorously rejected by this committee. 
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I submit under the circumstances Congress should not pass this 
legislation in view of that kind of statement. 

Remember, GE has assets of its own running into the billions of 
dollars. It is building a reactor which the Atomic Energy Commission 
itself has said is the safest reactor that can be built, namely, the boiling 
me reactor, which is now operating near Chicago, Ill., at Lemont, 

The Commission had no compunctions about operating that reactor. 
The Safeguards Committee had no compunction about approving that 
reactor for operation in Lemont, Il. 

However, GE, which is building that same kind of reactor, says it 
will stop unless it gets this legislation, unless its gets $500 million in- 
demnity at least against the possibility of an accident. 

Presumably the rest of the industry thinks so, also. 

Again, I say that is an unconscionable threat, a blackjack over this 
committee ; and I think it onght to receive the forthwith rejection that 
it deserves. 

Now, in conclusion, Mr. Chairman, I want to summarize my state- 
ment as follows: 

1. We are in accord with the objectives of the legislation proposed 
in S. 1684, and recommend its adoption, with the clarifying amend- 
ments we have suggested. 

2. Indemnity legislation should not be adopted in any event unless 
the objectives of S. 1684 are accepted by Congress. 

3. No indemnity legislation should be adopted until the licensing 
procedures of the Atomic Energy Commission have been thoroughly 
investigated and found to be satisfactory with respect to applicable 
safety standards and criteria. 

Now, if I may, Mr. Chairman, unless you desire to ask questions at 
this point, I would like to introduce Mr. Carlos Gastambidi, who is 
president of the Industrial Union Council of Monroe County, Mich., 
the city closest to Lagoona Beach, Mich., the site at which this reactor 
is to be built. 

He has a short statement to make. 


STATEMENT OF CARLOS GASTAMBIDI, PRESIDENT, MONROE INDUS- 
TRIAL UNION COUNCIL, MONROE, MICH. 


Mr. Gasramerpr. I am Carlos Gastambidi. I am president of the 
industrial union council of former CIO unions in Monroe County, 
Mich., representing approximately 5,000 working people in the Mon- 
roe area. I am an intervenor personally and officially in the PRDC 
hearing now pending before the Atomic Energy Commission. 

I endorse the position taken by my attorney, Mr. Ben Sigal, as he 
has just stated it here to you. 

We in Monroe are concerned about the decision of the Atomic 
Energy Commission to go ahead with the construction of this reactor 
even though the AEC’s most informed scientific advisers raise ques- 
tions about its safety. 

The local unions in Monroe could not have carried this case them- 
selves. We appreciate the support which the national unions, VAW, 
IUE, and United Papermakers and Paperworkers Union, have given 
us in carrying this case. 
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We know that effort has been made to divide labor on this issue, 
but we are proud that the AFL-CIO executive council has adopted 
a statement of support which I would like to submit for the record. 

(The information referred to follows :) 


STATEMENT BY THE AFL-CIO EXECUTIVE COUNCIL ON ATOMIC BREEDER REACTOR; 
Aveust 30, 1956 

The issuance of a construction permit for a fast breeder reactor at Lagoona 
Beach, Monroe County, Mich., by the Atomic Energy Commission shows a com- 
plete disregard for the safety of the community. AEC without public hearings 
and in “star chamber” fashion ignored a report on safety prepared by a special 
committee of experts. The AFL-CIO Executive Council believes that the atomic 
reactor program must be broader and the benefits of atomic uses brought to 


civilians, but the safety of the workers and whole communities cannot be ignored. 

Local unions of various international unions and other interested parties are 
moving to intervene against the construction permit by demanding that the 
AEC hold public hearings to determine if all safety precautions were taken prior 
to its issuance. 

The AFL-CIO approves and supports these interventions by interested parties 
and pledges its full support in their efforts to have all the facts aired hefore 
construction begins. 

Mr. Strauss said before the Appropriations Committee last year that 
the Atomic Energy Commission has not acted on the subject of 
safety and will not until the Congress passes the bill you are now con- 
sidering. 

[ urge you not to pass the bill until the safety of the Monroe reactor 
has been determined. 

Mr. Chairman, unless you have any questions I would like to intro- 
duce from Monroe the president of Local 1000 of the Paperworkers and 
Papermakers of America, Mr. Joseph Stanifer. 

Mr. Chairman, I wish to thank you for the opportunity of appear- 
ing before your committee. 


STATEMENT OF JOSEPH R. STANIFER, PRESIDENT, LOCAL 1000, 
UNITED PAPERMAKERS AND PAPERWORKERS UNION OF 
AMERICA 


Mr. Sranirer. I am Joseph R. Stanifer, president of local 1000, 
representing 650 paperworkers in Monroe County. 

I greatly appreciate the opportunity to appear before this com- 
mittee. 

Many of our members live with their families near the Lagoona 
Beach area itself. I am deeply concerned about the extent of damage 
that an unsafe reactor might cause. 

It is clear that the proposal in these pending bills of a possible ac- 
cident would obligate the Federal Government to, at least, $500 mil- 
lion. This amount of insurance would not be necessary if it were not 
possible that a tremendous catastrophe can take place. 

We at Monroe are more concerned about the safety than getting in- 
surance payments if all of our families are destroyed. 

During last year’s hearings on governmental indemnity before this 
committee, on page 158, it was revealed that some informed sources 
thought: “The damage”—of a serious nuclear reactor accident—“can 
run to $5 billion.” 
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The AEC report filed with this committee on “Theoretical Possi- 
bilities and Consequences of Major Accidents in Large Nuclear 
Powerplants” says on page 3 of the covering letter : 

* * * the upper limit in the worst case of about $7 billion. 


We in Monroe are less concerned about the liability and insurance 
payments than we are about the safety of this reactor under con- 
struction. 

We hope this committee will insist on determining the safety before 
patting the responsibility for a reactor accident on the Federal 

overnment. 

I thank you. 

Now, I would like to present the president of local 1004 and vice 
president of the Michigan CIO Council, Mr. John Jennings. 

The Cuarrman. Mr. Jennings. 


STATEMENT OF JOHN JENNINGS, PRESIDENT, LOCAL 1004, UNITED 
PAPERMAKERS AND PAPERWORKERS UNION OF AMERICA 


Mr. Jenntnes. I am John Jennings, president, local 1004, of the 
United Papermakers and Paperworkers. 

I am also an intervenor in the PRDC proceedings. 

Brother Stanifer and I represent the 6 local unions of the United 
Papermakers and Paperworkers in the Monroe area with a total mem- 
bership of 2,300. 

Shortly after the House Appropriations Committee hearings were 
released last year, we noted that Chairman Strauss said the design 
for the fast breeder reactor in Monroe “was the most hazardous of 
all the reactors.” 

Since then, I have learned that Commissioner Libby said: 

I think it is worth reiterating that these products are more toxic per unit 
weight than any other industrially known materials by a factor of a million 
to a billion * * * but because of the potential hazard to people, and even 
future generations, it is imperative to face and solve these problems. 

After the Commission acted on the construction permit for Detroit- 
Edison, Commissioner Murray issued a statement saying that: 

Today (August 4, 1956) Commissioner Murray refused to approve issuing a 
conditional construction permit to the Power Reactor Development Co. The 
Advisory Committee on Reactor Safeguards has not modified its letter dated 
June 6, 1956, to the Commission. Unless the Committee changes its position as 
stated therein, Commissioner Murray believes that issuing a conditional con- 
struction permit is not warranted. 

Mr. Chairman, I know that I speak for the members of our local 
unions when I say that we are concerned about the future of this reac- 
tor not only for ourselves, but for our families and the future race. 

Tama grandfather. Iam more concerned about my grandchildren 
in Monroe than I am for myself. 

The question here is not whether this reactor is safe during the 
period of construction, although I now understand that the reactor 
will be started up during the so-called period of construction. 

The real question is what AEC will do after Detroit-Edison has 
spent $40 million. If they find it unsafe at that point, the AEC is 
just as apt to take a chance as they have taken a chance in letting con- 
struction get started. 
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I hope this committee will not do anything that will encourage 
completion of this plant until its safety has been proved. 

I thank you. 

The CHarrman. Thank you very much, gentlemen. 

I might say for your benefit that the staff and the committee has 
made a study of the license procedures. That report will be ready 
within a short period of time. 

(Nore.—The report referred to, entitled “A Study of AEC Pro- 
cedures and Organization in the Licensing of Reactor Facilities,” has 
been published as a Committee Print and may be obtained from the 
Superintendent of Documents, Government Printing Office, Wash- 
ington 25, D. C.) 

I have here statements from the following companies: American 
Gas & Electric Co., American Public Power Association, Chamber 
of Commerce of the United States, Commonwealth Edison Co., Con- 
solidated Edison Co. of New York, Inc., Edison Electric Institute, 
National Association of Insurance Agents, National Rural Electric Co- 
operative Association, Pennsylvnia Power & Light Co., Pennsylvania 
State University, Power Reactor Development Co x Steel Plate Fabri- 

cators Assoc iation, Westinghouse Electric Corp., and the Yankee 
Atomic Electric Co. 
Without objection, I will place them in the record at this point. 
(The statements referred to follow :) 


AMERICAN Gas & ELEcTRIc Co., 
New York, N. Y., March 26, 1957 
Hon. Cart T. DURHAM, 
Chairman, Joint Committee on Atomic Energy, 
Congress of the United States, Washington, D.C. 


Dear Mr. CHAIRMAN: This letter is in response to the Joint Committee’s invita- 
tion of March 12 to present views on proposed legislation providing for govern- 
mental indemnity against reactor hazards. 

The American Gas & Electric System has been actively participating in the 
nuclear-power program for the past several years. It has been a member of the 
Nuclear Power Group since its formation, which group is participating in the 
Dresden project near Chicago. I understand that Mr. Willis Gale, chairman of 
Commonwealth Edison Co., who is now president of Nuclear Power Group, Inc., 
is submitting a statement to your committee on behalf of NPG and that Mr. 
Francis K. McCune, vice president of General Electric Co., the contractor for 
the Dresden plant, intends to appear before your committee to present his views. 

American Gas has also become a member of a recently formed group of com- 
panies operating in the East Central portion of the United States, whose members 
are: 

American Gas & Electric Service Corp., New York, N. Y. 
The Cleveland Electric Illuminating Co., Cleveland, Ohio 
Columbus & Southern Ohio Electric Co., Columbus, Ohio 
The Dayton Power & Light Co., Dayton, Ohio 
Indianapolis Power & Light Co., Indianapolis, Ind. 
Louisville Gas & Electric Co., Louisville, Ky. 
Monongahela Power Co., Fairmont, W. Va. 

Ohio Edison Co., Akron, Ohio 

Pennsylvania Power Co., New Castle, Pa. 

The Potomac Edison Co., Hagerstown, Md. 

Southern Indiana Gas & Electric Co., Evansville, Ind. 
West Penn Power Co., Greensburg, Pa. 

This group proposes to carry out a comprehensive program of nuclear research 
and development, including construction of a small prototype, of an advanced 
reactor concept. The details and objectives of this program were set forth in my 
letter to you of February 18, 1957. 
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This letter is being submitted by me as chairman of the group’s working 
committee. 

I appeared before your committee in March and, again, in May, and submitted 
a statement to your committee in June, of last year. In those appearances and 
in my statement, I expressed the view that the third party liability problem 
represented a major obstacle in the path of our country’s nuclear-power program. 
I strongly urged the enactment of legislation providing for governmental indem- 
nification along the lines of bills introduced for that purpose by Senator Anderson 
and Representative Price. 

Everything that has developed and everything that we have learned in the past 
year strengthens my views in this respect. It is clear to me that the possibility 
of a nuclear catastrophe is remote. But it is equally clear that governmental 
indemnification legisiation is a necessary condition precedent to extensive 
nuclear-power development and is essential to protect both those associated 
with such development and the public. I believe that S. 715, introduced by 
Senator Anderson, and H. R. 1981, instroduced by Representative Price, will 
provide a workable solution of the liability problem. I strongly urge prompt 
enactment of such legislation. 

A word should be said about private insurance which the proposed legislation 
properly contemplates would be utilized where it is available on reasonable 
terms. 

In the light of our limited knowledge and experience in the atomic field, the 
insurance industry has done a highly commendable job in the progress it has 
made in this field, but the information made available to date raises some question 
as to the adequacy of the coverage which will be provided and as to whether 
the proposed rates are realistic. We need to be sure that there are no substantial 
gaps between the coverage afforded by private insurance, the financial protection 
otherwise provided, and governmental indemnification. And it would be most 
unfortunate if unrealistic rates for insurance were to materially affect the eco- 
nomic feasibility of nuclear power reactors and thus impede the program. 

I have every hope and expectation that time and experience will enable the 
insurance industry to work out an acceptable solution of any such problems. In 
any event, S. 715 and H. R. 1981 seem to me to provide the necessary flexibility 
and framework within which such problems can be dealt with without detriment 
to the primary objective of encouraging nuclear power development by providing 
protection for those associated with such development and the public at large. 

In accordance with what I understand to be the committee’s preference, I am 
submitting this statement for the record rather than requesting an opportunity to 
appear personally. If, however, the committee so desired, I would, of course, be 
glad to appear before it. 

Very truly yours, 
PuHiuie Sporn. 


AMERICAN PUBLIC POWER ASSOCIATION, 
Washington, D. C., March 27, 1957. 
Hon. Cart T. DURHAM, 
Chairman, Joint Committee on Atomic Energy, 
United States Capitol, Washington 25, D.C. 


Dear Mr. DurHAM: Thank you very much for your letter of March 12, 1957, 
to Mr. William S. Peterson, offering the American Public Power Association an 
opportunity to testify on H. R. 1981 and §S. 715, providing for governmental in- 
demnity for third party liability arising out of reactor hazards. 

Mr. Peterson, as you know, testified on this general subject at some length be- 
fore the joint committee on May 17, 1956. Although this association continues 
to have a direct interest in this subject, we do not have a great deal to add to 
Mr. Peterson’s testimony of last year. Accordingly, we have not requested an 
opportunity to testify but I do ask that this letter be made a part of the record of 
the hearings on H. R. 1981 and 8S. 715. 

Our comments on these identical bills are summarized helow: 

1. A Government insurance or indemnity program appears to be necessary 
if any non-Federal nuclear powerplants are to be built. 

2. We believe the upper limit of $500 million on the Government indemnity 
coverage is inconsistent with a policy of full reparation to the public for damages 
suffered and favor removing this limit. 

3. Rather than limiting the indemnity protection to be afforded the public, we 
strongly recommend limiting the risk of nuclear accidents. This could be accom- 
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plished by amending H. R. 1981 and S. 715 to require that the Atomic Energy 
Commission restrict the location and control the design of reactors and con- 
tainment structures so as to limit the maximum potential damage in the event of 
a major accident. 

For example, it would seem desirable during the next several years for AEC 
to refuse to license large nuclear powerplants to be located in or adjacent to 
large metropolitan areas. The purpose of these early plants is to advance the 
technology of plant design and operation. This purpose can be served just as 
well if the demonstration projects are some considerable distance from large 
centers of population. Transmission over long distances, up to about 300 miles, 
of the power produced is quite feasible. 

Although AEC now ean control the siting of nuclear powerplants under its 
licensing powers, we recommend that the importance of limiting the risks be 
explicitly recognized in any Government indemnity legislation. We accordingly 
urge that H. R. 1981 and S. 715 be amended by adding the following language 
at the end of section 170c: 

“To protect the Government and the public against unnecessary risks, the 
Commission shall not issue a license under section 103 or 104 or a construction 
permit under section 185 unless the Commission can make a clear and positive 
finding that the design of the proposed facility gives reasonable assurance of safe 
operation and unless the location of the facility is sufficiently removed from large 
population centers that a major nuclear incident would not endanger large num- 
bers of the public,” 

4. Federal indemnity protection should be extended only on the condition that 
the technical information resulting from the indemnified project becomes publicly 
available. The purpose of providing Federal insurance is to accelerate the 
development of the atomic energy industry. This purpose could be severely lim- 
ited if patent monopolies were to result from these early projects. Federal in- 
surance represents Federal aid and should not result in special benefits to 
selected groups. To avoid Federal assistance to the growth of patent mo- 
nopolies, it is recommended that the extension of Federal indemnity coverage 
to any project be regarded as an “arrangement or other relationship with the 
Commission” under section 152 of the Atomic Energy Act of 1954. 

5. In his testimony last year, Mr. Peterson suggested as an alternative to the 
approach represented by H. R. 1981 and S. 715 that the Government assume 
the entire public liability risk on private projects during an initial 10-year 
period, and then expect the insurance industry to have accumulated enough in- 
formation to begin to take over the insurance function. This still appears to 
be the most straightforward solution. For one thing, H. R. 1981 and S. 715 
will add to the Commission’s already enormous powers the authority to tell 
each licensee how much private insurance he must carry, subject only to some 
highly general criteria, Furthermore, there apparently will be only one source 
of supply for liability insurance. The licensee thus will be forced to buy 
as much insurance as AEC requires at whatever rate the one syndicate estab- 
lishes. This hardly resembles “free competitive enterprise.” 

Although we would prefer the approach suggested by Mr. Peterson, we do not 
object to H. R. 1981 and 8. 715 if amended to remove the upper limit on coverage 
and to require AEC to limit the risk of accidents. 

6. Finally, Federal indemnity coverage at the rates proposed should be ex- 
plicitly and publicly recognized as a Federal subsidy to private industry. Unless 
this and the other types of Federal subsidies to the nuclear-power industry are 
so recognized, there is the danger that they will he continued indefinitely and 
that the private nuclear-power industry never will reach the point of standing 
on its own feet, economically speaking. 

Your letter also requested comments on “the desirability of the public avail- 
ability of reactor hazard reports.” We feel very strongly about this and the 
associations’ general manager, Alex Radin, has corresponded with the Atomic 
Energy Commission on this subject. Mr. Radin’s letters and the reply from 
the AEC are attached. Since they are not long, I request that they be made a 
part of this record. 

As Mr. Radin’s letters indicate, the association believes that reactor ‘iazard 
reports should be made public, including those by the Advisory Commi tee on 
Reactor Safeguards. If ACRS did not exist, then we would favor establishing 
such a group in order to obtain objective, disinterested and expert evaluations. 
Otherwise, how are the residents of the communities and States which could be 
affected by a major reactor accident to have an informed judgment on the 
safety aspect of a given nuclear-energy project? 
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While it is true that the sponsors of a project and the AEC can be expected 
to publish information and judgments on probable project safety, it is no reflec- 
tion on either to point out that in many instances they are interested parties— 
“partners” in the project. Despite the best possible intentions, this fact could 
affect their objectivity in publicly evaluating potential hazards. 

Furthermore, I am unable to understand why the Advisory Committee re- 
ports should not be made public. The Commission’s reasons, as stated in Mr. 
Price’s letter to Mr. Radin, do not seem particularly compelling. 

If the committee expects to request further comments from witnesses after the 
hearings are concluded, I would appreciate a similar opportunity to comment in 
light of the testimony given during the hearings. 

The American Public Power Association is very much interested in the 
atomic energy insurance problem and appreciates this opportunity to express 
its views. Our decision to submit this letter for the record rather than testify 
implies no lack of interest but simply a desire to cooperate with the joint com- 
mittee in keeping the hearings brief. 

Sincerely, 
SAMUEL B. Morris, 
Chairman, Atomic Energy Committee. 

P. S.—I understand that the Atomic Energy Commission has proposed an 
amendment to 8. 715 which would eliminate from section 170 (b) the cost and 
terms of private insurance as one of the criteria to be considered by AEC in 
establishing the amount of private insurance to be carried by the licensee. If 
S. 715 is to be the approach adopted to the liability insurance problem, we would 
oppose the Commission amendment. The cost and terms of private insurance 
seem to us to be necessary criteria, and of particular importance in connection 
with small- and intermediate-size nuclear powerplants. 


AMERICAN PUBLIC POWER ASSOCIATION, 
Washington, D. C., November 16, 1956. 
UnItTepD States ATOMIC ENERGY COMMISSION, 
Washington, D. C. 
(Attention: Mr. Harold Price, Director, Division of Civilian Application.) 

Dear Mr. Price: On behalf of the American Public Power Association, I should 
like to submit for your consideration comments on one subsection of the pro- 
posed Commission rule on public records (pt. 9). 

My comments have to do with subsection 9.4, which defines the types of docu- 
ments which are not to be included in the public records. Paragraph (c) of 
subsection 9.4 states that among the documents not to be included in the public 
records are: 

“(c) Intraagency and interagency communications, including memoranda, 
reports, correspondence, and staff papers prepared by members of the Commis- 
sion, AEC personnel, or by any other Government agency for use within the 
AEC or within the executive branch of the Government.” 

While recognizing the practical necessity for some limit on the intraagency 
and interagency documents which are to be placed in the public record, I believe 
that there are strong objections to the total a priori exclusion of such documents 
from the record. 

There surely will be instances when a document of one of the types listed in 
paragraph (c) will have a direct effect on Commission proceedings, such as a 
licensing action, and where public access is necessary and desirable for appli- 
cants, other parties at interest, and the general public. 

The proposed language would exclude, for example, the reports of the AEC 
Advisory Committee on Reactor Safeguards. Public access to such reports 
seems necessary because they are highly relevant to license proceeds and could 
have a direct effect on Commission action on a license application. In some 
cases only such reports might disclose to other parties that they had an interest 
in the proceedings. There is also a further reason. The members of an advisory 
board are regularly employed by private organizations and only occasionally and 
sporadically employed by the Federal Government. It is no reflection on the 
members of such boards to point out that occasions may arise where one or more 
will have divided loyalties in connection with a specific proceeding. If advisory 
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boards are to continue to be used in connection with license proceedings, then 
surely their reports should be part of the public record in order to assure that 
they continue to function impartially and responsibly. 

These same remarks apply with equal force to a report or opinion rendered in 
respect to a specific proceeding by a consultant to the Commission. 

It seems probable that there will be times when other intra-agency documents, 
such as an opinion of the AEC General Counsel (other than those covered by 
subsection 9.3 (c), should be publicly available in fairness to an applicant for 
a license or other parties at interest. 

The proposed exclusion of interagency communications means, I assume, that 
if the Federal Power Commission, for example, had an interest in some particu- 
lar proceeding its opinion might be excluded from the public record. It is diffi- 
cult to understand the justification for a rule which could have this effect. In 
this connection, it is of interest to note that where Congress by law required 
reports on license applications by the Attorney General, under section 105 (c) 
of the Atomic Energy Act of 1954, in respect to possible violations of the anti- 
trust law it also required that “such advice shall be published in the Federal 
Register.”” Where Congress specifically required an opinion by another agency 
on a proceeding, it also required the Commission to make this opinion available 
to the publie. 

I am sure you would agree that it is desirable for the Commission to make 
earnest efforts to place as much information in the public record in respect to 
its regulatory activities as it can, in order to increase the ability of prospective 
licensees and the general public to become informed in a new and important 
field and to provide increased assurances that the public business is being con- 
ducted with a maximum of openness and candor. Subsection 9.4 (c) of the 
proposed rule does not appear to face in this direction. 

Sincerely, 
ALEX RapINn. 





Unitrep States ATOMIC ENERGY COMMISSION, 
Washington, D. C., March 7, 1957. 
Mr. ALEX RADIN, 
General Manager, American Public Power Association, Washington, D. C. 


Drar Mr. Rapin: In response to the invitation published with the Notice of 
Proposed Rulemaking, 10 Code of Federal Regulations, part 9, “Public Records,” 
which appeared in the Federal Register on November 3, 1956, you were kind 
enough to present your comments in a letter dated November 16, 1956. In 
addition to my acknowledgment of December 19, I should like to reply in some 
detail to your comments on part 9. 

Your principal comment deals with the effect of section 9.4 (c), which excludes 
from “public records” intra-agency and interagency communications, in creating a 
“total a priori exclusion of such documents from the records;” and you cite as 
an intraagency communication which ought to be made public, the reports of 
the Advisory Committee on Reactor Safeguards. We feel that even though 
members of this committee devote only part of their time to AKC work, the ACRS 
reports are no more public records than are materials developed by full-time 
AEC employees. We are dealing with the matter of conflicts of interest by 
assuring that our consultants are fully advised as to the permissible extent of 
private activities which might impair the objectivity of their advice to the AEC 
in licensing matters. 

The exclusion from publie records of interagency and intraagency communi- 
cations, as set forth in section 9.4 (c), is limited to communications which are 
“for use within the AKC or within the executive branch of the Government.” 
A communication submitted to the AEC by another agency as a party or inter- 
venor, or a formal opinion required by regulations, would be a public record 
within the meaning of part 9. 

Thank you for taking the time to comment on part 9. You may be sure that 
this regulation and future versions will profit by your attention. 

Very truly yours, 
H. L. Price, 
Director, Division of Civilian Application. 


91250—57——-19 
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AMERICAN PUBLIC POWER ASSOCIATION, 
Washington, D. O., March 21, 1957. 
Mr. H. L. PRICE, 
Director, Division of Civilian Application, 
United States Atomic Energy Commission, Washington, D.C. 

DeaR Mr. Price: Thank you for replying on March 7, 1957, to my letter of 
November 16, 1956, commenting upon AEC’s proposed rule on “Public Records,” 
which has since gone into effect. 

I strongly idsagree with the Commission’s view that the reports of the AEC 
Advisory Committee on Reactor Safeguards should be withheld from the public. 
Your letter states that the Committee’s reports are “prepared in the interest of 
the AEC.” This seems to imply that AEC is a private agency whose business is 
private; that there is some distinction between the “interest of AEC” and the 
interest of the public. Although I am sure you recognize that AEC exists to 
serve the public interest and that AEC’s business is public business, except where 
military security overrides, your comments on what should be in the public 
record do not seem to reflect such recognition. 

I think it is clear that the Advisory Committee reports on specific projects 
where license applications are pending are in an entirely different category from 
reports made by full-time AEC staff. The Advisory Committee is an outside 
group of experts and its reports can be fairly regarded as objective, disinterested, 
and expert views. The public has the right to know what the objective opinion 
is in any particular proceeding. 1 think AKC is quite mistaken in feeling “that 
ACRS reports are no more public records than are materials developed by full- 
time AEC employees.” It is axiomatic that an advisory committee’s reports 
have a different status than reports by regular agency employees. 

The PRDC case is an excellent example of why the Advisory Committee reports 
should be made public. The ACRS report in this case provided information 
nowhere contained in the AEC public statements in respect to the PRDC appli- 
eation. Release of the ACRS report, following its mistaken suppression, added 
very substantially to the public understanding of the status of this project and 
of breeder reactor technology. 

I am unable to understand why the Commission believes that it should have the 
benefit of the ACRS views but that the public should not. This view seems to 
reflect a paternalistic philosophy that is altogether inappropriate to public admin- 
istration in a democratic society. 

I urge that the Commission reconsider its position, as it did in the PRDC 
ease, and revise its rule to provide that ACRS reports on projects involved in 
regulatory proceedings be made public at the time they are submitted. 

Sincerely, 
ALEX RADIN. 


CHAMBER OF COMMERCE OF THE UNITED STATES, 
Washington, D. C., March 27, 1957. 
Hon. Cart T. DuRHAM, 
Chairman, Joint Committee on Atomic Energy, 
United States Capitol, Washington, D. C. 


Dear Mr. DuRHAM: The Chamber of Commerce of the United States endorses 
S. 715 and H. R. 1981. with a modification, relating to indemnification arising 
from an unanticipated atomic incident. 

The national interest requires rapid development of atomic energy, within 
our American system of private enterprise. There are serious deterrents to 
such development, some of which can be remedied by legislative action. One such 
deterrent has been uncertainty facing prospective operators of civilian atomic 
power reactors concerning potential liability to third parties, which could 
arise from an unanticipated atomic incident. 

The Joint Committee on Atomic Energy held extensive hearings in the 2d 
session of the 84th Congress on this problem. In general, the business com- 
munity was gratified by the bill prepared by the Joint Committee as a result. 
We regret that the bili was not acted upon by the Congress. 

Testimony presented to the Joint Committee has emphasized the urgency of 
this type of legislation to remove the roadblock standing in the way of atomic 
energy development. 

The Federal Government should undertake to indemnify private manufactur- 
ers, operators, and others engaged in atomic activity for liabilities to third 
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parties incurred in excess of the amount covered by private insurance, re- 
sulting from an atomic facility incident. Such indemnification should only be 
available for amounts in excess of amounts of insurance required by the Atomic 
Energy Commission based on its evaluation of the hazards involved. If the 
amount of private insurance available from year to year is less than the 
amount required by the Atomic Energy Commission, the indemnification should 
take effect at that point. 

To its maximum capacity, except as provided above, private insurance should 
be utilized in providing coverage of the liability of reactor operators and sup- 
pliers of component parts, and within’such capacity, Government indemnification 
or intervention is opposed. 

The Government's participation should avoid duplication of services and 
agencies; therefore, the Atomic Energy Commission should administer the 
Government’s program. The Commission should be empowered within legislative 
standards stated as explicitly as possible under the circumstances to negotiate 
for, and utilize fully, on the basis of reasonable cost, the services and facilities 
of the insurance industry in the issuance of agreements and the investigation and 
settlement of claims. 

In general, S. 715 (H. R. 1981) seems to effectively meet the urgent need 
to remove deterrents to development of atomic energy and the national chamber 
favors its enactment. We offer a suggestion for improvement in the legislation, 
which we believe necessary to avoid an undesirable effect, yet in no way altering 
the fundamental purposes of the bill. 

One of the criteria for determining the amount of financial protection to be 
required by the Atomic Energy Commission is the “cost and terms” of private 
insurance. This appears in section 4, adding section 170 (b) to the Atomic 
Energy Act of 1954, as amended. This provides that the AEC shall consider 
the cost and terms of private insurance as one of the factors in determining the 
amount of financial protection required. This would put the AEC in position 
to have a serious impact on insurance ratemaking procedures. These func- 
tions are already fully regulated by the various State insurance supervisory 
agencies. House Report No. 2531 of the 84th Congress, 2d session, on H. R. 
12050 stated on page 11: 

“* * * The reference to the cost of insurance in this subsection is not in- 
tended to encourage the Commission to undercut the amounts of private in- 
surance provided at reasonable rates. Since the program is so new, and no 
rates are yet established, the Commission must be in a position to set the amount 
of financial protection required at an amount lower than amount of private in- 
surance offered if the rates appear high and all other factors indicate a lower 
amount is appropriate. Instead, it is merely to give the Commission a chance to 
look at the economics of the operation of the particular kind of reactor in 
deciding the amount of financial protection which may be required.” [Italic 
added. ] 

This criterion would place upon the Commission authority—possibly a re- 
sponsibility—to sit in judgment as to what shall constitute “reasonable rates. 
Rates are established by procedures conforming to the requirements of State 
law, and without Federal intervention, as here suggested. This should remain 
undisturbed and, therefore, the national chamber recommends deletion of this 
part (1) of the criteria in the added section 170 (b). 

In the light of the foregoing, the national chamber strongly urges enactment 
of S. 715 and H. R. 1981 to stimulate the private development of atomic energy. 

Cordially yours, 


CLARENCE R, MILEs. 


COMMONWEALTH EDISON Co., 
Chicago, Ill., March 20, 1957. 
Hon. Cart T. DURHAM, 
Chairman, Joint Committee on Atomic Energy, 
Washington, D. C. 


Dear Mr. DurHAM: I appreciate your invitation of March 12, to make a state- 
ment on H. R. 1981 and S. 715 relating to governmental indemnity for third-party 
liability arising out of reactor hazards. 

Members of your committee who are familiar with my previous testimony on 
this subject know that we of Commonwealth Edison Co. and nuclear power group 
were strongly in favor of the Joint Committee indenmity bill introduced at the 
last session of Congress. We have not changed our minds. 
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We were deeply disappointed last summer when the bill did not come up for 
consideration. We felt that the bill afforded a sound and workable solution to 
the problem of the catastrophe risk. We feel the same way today. 

The present Auderson-Price bill is substantially the same as last years’ bill. 
We urge favorable consideration of this legislation at the earliest possible 
moment. 

I have these further comments: 

First, we recommend no changes in the indemnity legislation as now pro- 
posed. 

Second, the tentative premium rates quoted by the insurance industry to cover 
the ordinary third-party liability ticks are considerably higher than we had an- 
ticipated in figuring the economics of our project. For example, the initial annual 
premium would be $250,000 for $50 million of liability coverage. However, we 
plan to try to live with the rates as quoted. We are taking this position because 
we believe that if our plant turns out to be as safe as we are conviced it will be, 
we have full confidence that the rates will be greatly reduced as operating 
experienced is gained. 

Third, our safety studies confirm our long-standing belief that the possibility 
of a major nuclear incident is extremely remote insofar as our project is con- 
cerned. Most experts seem to agree that, regardless of the type of reactor, the 
chances of a major nuclear incident are substantially zero. For example, the 
members of the committee who saw the recent dedication at Argonne National 
Laboratory witnessed a demonstration of the self-limiting features of the boiling- 
water type of reactor, 

In order to accelerate the atomic power program, we strongly recommend that 
the indemnity bill be passed at once. The bill is so important to the public 
interest and has such universal approval that it should be considered strictly on 
the basis of its own merits and not be tied up with any other legislation. 

Sincerely yours, 
WILLIS GALE, Chairman. 


CONSOLIDATED EpISoN COMPANY OF NEW YorK, INC., 
New York, N. Y., March 21, 1957. 
Hon. Cart T. DuRHAM, 
Chairman, Joint Committee on Atomic Energy, 
Washington, D. C. 


DEAR Mr. CHAIRMAN: I have noted with interest your announcement of 
March 12 indicating further consideration by the Joint Committe of proposed 
legislation for governmental indemnity against reactor hazards. 

When I appeared before your committee last year on May 16 I said that we 
would welcome such legislation and would be glad to cooperate in any procedure 
established by Congress. We later expressed support of S. 3929. I am ad- 
vised by counsel that H. R. 888, S. 715, and H. R. 1981 of the current Congress 
are substantially the same as that bill which was favorably reported by the 
committee last year. 

It is evident that enactment of the proposed legislation becomes more important 
as the time approaches for operation of power reactors not owned by the Govern- 
ment. 

Respectfully yours, 
H. R. Searine, Chairman of the Board. 


EDISON ELECTRIC INSTITUTE, 
New York, N. Y., March 28, 1957. 
Hon. Cart 'T. DuRHAM, 
Chairman, Joint Committee on Atomic Energy, 
Congress of the United States, Washington, D. C. 


Deak Mr. DuRHAM: The committee on atomic power of the Edison Electric 
Institute notes from the Joint Committee’s announcement of March 12 that 
the Joint Committee currently is conducting hearings with respect to proposed 
legislation providing for governmental indemnity against reactor hazards. 

On May 16, 1956, Mr. E. L. Lindseth, on behalf of the Edison Electric Institute 
and its committee on atomic power, made a statement before the Joint Com- 
mittee in support of legislation providing for governmental indemnity. We 
understand that the bills currently under consideration by the Joint Com- 
mittee on the subject of governmental indemnity are essentially the same as 
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the bill which was favorably reported by the Joint Committee in 1956. We 
continue our belief that enactment of the proposed legislation is necessary and 
would have a favorable effect on the progress of the power industry in develop- 
ing and building nuclear power reactors. Accordingly, we are pleased to advise 
that we favor enactment of the proposed legislation for governmental indemnity 
against reactor hazards. 
Respectfully yours, 
E. H. Dixon, Chairman. 


NATIONAL ASSOCIATION OF INSURANCE AGENTS, 
New York, N. Y., March 25, 1957. 


Re Amendments to the Atomic Energy Act of 1954—S. 715 and H. R. 1981, 85th 
Congress, 1st session 


Hon. Cari T. DuRHAM, 
Chairman, Joint Committee on Atomic Energy, 
United States Congress, Washington, D.C. 

Dear Mr. CHAIRMAN: This representation is made on behalf of the National 
Association of Insurance Agents, a voluntary membership association number- 
ing in excess of 32,000 insurance agency members. Included in this member- 
ship are over 100,000 individuals, duly licensed by the respective States, who 
are proprietors, partners, or corporate principals in the firms and corporations 
which comprise said insurance agency members. This organization is com- 
prised of independent businessmen who specialize in the production and servicing 
of policies of fire, casualty, surety, marine, and all other lines of general 
insurance for clients ranging from the smallest householder or automobile owner 
to the largest industrial corporation. 

A number of insurance agencies are vitally interested in the development 
of insurance coverage for commercial uses of atomic energy. While develop- 
ment of atomic energy has not as yet reached the point of universal concern 
to all members of this association, it is expected that in years to come this 
form of energy will affect virtnally all insurance agents, as it will the general 
public as a whole. 

This association commends the efforts of the Joint Committee on Atomic 
Snergy in encouraging the widespread development of commercial nuclear energy, 
and most earnestly recommends to the Joint Committee that it continue its 
recognition of the vast and universal potential of nuclear energy and its future 
effect upon all segments of the American economy. 

In this connection, we urge that in your consideration of S. 715, introduced 
by Senator Anderson, and H. R. 1981, introduced by Representative Price, there 
be inserted a provision in section 170g, or in some other appropriate place, 
authorizing the Atomic Energy Commission to use the facilities and services 
of insurance agents and brokers to the extent that it may be necessary or 
desirable to utilize such services, and that reasonable compensation be authorized 
for such services. 

Agents and brokers who consummate and maintain insurance protection for 
companies which are directly concerned with commercial uses of atomic energy 
are accustomed to deal with the entire insurance program of a particular assured. 
In doing so these agents and brokers become familiar with a good many facets 
of the practical operation of the firms which they insure. It is entirely conceivable 
that the Atomic Energy Commission may, in certain cases, have a real need for 
the services of these agents and brokers. 

It is recognized, of course, that there would be no prohibition to use the services 
of agents and brokers in any bill such as the Anderson bill, S. 715, and the Price 
bill, H. R. 1981. However, since the authorization to use the services of private 
insurance companies and insurance adjustment organizations is specifically 
spelled out in S. 715 and H. R. 1981, we believe that it would also be in order to 
provide authorization for use of the facilities of agents and brokers to the extent 
necessary or desirable in the opinion of the Commission. 

This organization believes that such a permissive authorization would be in 
the best interests of the Atomic Energy Commission and of the insuring public. 
Your consideration of this recommendation will be deeply appreciated. 

Yours sincerely, 
Rosert BH. Bartrres, President. 
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STATEMENT OF CLYDE T. ELLIS, GENERAL MANAGER, NATIONAL RURAL ELECTRIC 
COOPERATIVE ASSOCIATION 


Mr. Chairman and gentlemen of the committee, my name is Clyde T. Ellis. I 
am general manager of the National Rural Electric Cooperative Association. 
NRECA is the national service organization representing 92 percent of the oper- 
ating rural electric systems in the United States (including Alaska). These 
systems serve about 3,823,678 farm families and rural establishments. 

It is the responsibility of our association to assist our member rural electric 
systems in securing adequate insurance protection at the lowest possible cost. 

I appreciate the opportunity afforded by the Joint Committee to appear before 
you to discuss the atomic reactor insurance problems which we are encountering. 


INTEREST IN ATOMIC POWER 


Our interest in atomic power projects and the insurance protection of these 
projects is extremely great. Our loads are doubling every 5 years, thus creating 
ever-increasing need for a greater power supply. Our atomic energy study group 
received final approval from AEC on March 18, 1955. There have been several 
meetings of the full study group with officials of the Army Corps of Engineers, 
the AEC, and private industry, to discuss the work they are doing in the develop- 
ment of power reactors. Members of the group also made visits to various AEC 
installations such as Oak Ridge, Argonne, Arco, and Shippingport, Pa. We feel 
that the activities of the study group have been responsible for bringing to the 
attention of the rural electric systems the new developments of the rapidly 
changing field. We also feel that the study group has been responsible to a great 
extent for the proposals which were received from the rural electric systems by 
the AEC under their small-scale demonstration power reactor program. 

The three current proposals submitted by rural electric cooperatives under 
AEC’s small-scale program are evidence that the rural electric systems are 
tremendously interested in atomic power. These three cooperatives are: 

(1) Rural Cooperative Power Association, a federated generation and trans- 
mission cooperative at Elk River, Minn., which submitted a proposal for a 22,000- 
kilowatt boiling water reactor; 

2. The Wolverine Electric Cooperative, a federated generation and transmis- 
sion cooperative at Big Rapids, Mich., which submitted a proposal for a 10,000- 
kilowatt aqueous homogenous reactor; and 

3. Chugach Electric Association, Inc., a distribution cooperative at Anchorage, 
Alaska, which submitted a proposal for a 10,000-kilowatt sodium-cooled, heavy 
water moderated reactor. These rural electric cooperatives are in some of our 
highest cost power areas. These high power costs, of course, account in a 
large part for the keen interest of our systems in atomic power. 


HAZARDS AND PROTECTION 


We have disagreed in the past, as previous testimony will show, with the con- 
clusions reached by the McKinney panel in the section entitled ‘Hazards, Protec- 
tion, and Insurance” and with previously introduced House and Senate bills 
because we believed that the Government must assume some of the risk involved 
in the operation of atomic power reactors, and that such reactor plants must not 
face an insurance premium cost which will make such operations infeasible. 

As in the past, the National Rural Electric Cooperative Association at their 
annual meeting, in March 1957 endorsed a resolution concerning the need for 
insurance protection from atomic energy (copy attached). This resolution 
States that the National Rural Electric Cooperative Association is in favor of 
Federal insurance legislation that will protect the entire electric utility industry 
against “catastrophic limits beyond which insurance carriers cannot insure at 
a reasonable premium.” Further, the resolution recommends that the Federal 
Government provide for steps to be taken to assure that insurance costs be kept 
within limits that will not discriminate against consumer-owned electric utilities 
by making their projects infeasible. 

In view of the fact that the wording of H. R. 1981 as introduced in the House 
of Representatives by Congressman Price on January 5, 1957, and S. 715 as intro- 
duced in the Senate of the United States by Senator Anderson on January 17, 
1957, is identical, my comments will refer to both bills. 

We certainly agree with the wording of section 170, “Indemnification and lim- 
itation of liability,’ paragraph (b), which states in part that the amount of 
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financial protection required shall not exceed the amount of liability insurance 
available from private sources since this section takes into consideration: 
1. The cost in terms of private insurance ; 
2. The type, size and location of licensed activity and other factors per- 
taining to hazard; and 
38. The nature and purpose of the licensed activity. 

We also approve paragraph (c) which agrees to indemnify and hold harmless 
the licensee and other persons indemnified from public liability, arising from 
nuclear incidents, which is in excess of the amount of financial protection required 
in amount ef $500 million in aggregate for all persons indemnified in connection 
with each nuclear incident. We feel that this is certainly an improvement on 
the previous limitation to “twice the capital cost of the reactor”. 

We also agree with the intent of paragraph (e) which grants the Commission 
or any person indemnified the right to apply to the appropriate district court of 
the United States upon a showing that public liability from a single nuclear inci- 
dent will probably exceed the limit of liability imposed by this section. This 
entitles the Commission or persons involved to such orders as may be appropriate 
for the enforcement of the provisions of this section, including an order limiting 
the liability of the persons indemnified, orders staying the payment of claims 
and the execution of court judgments, orders apportioning the payments to be 
made to claimants, orders permitting payments to be made before final determina- 
tion of the total claims, and an order setting aside a part of the funds available 
for possible latent injuries not discovered until a later time. 

We look with favor upon paragraph (f) which states that facilities licensed 
under section 104, and for construction permits under section 185, the Commission 
is authorized to reduce the fee of $30 per year per thousand kilowatts of thermal 
energy capacity charged for facilities licensed under section 103. Since this 
section does take into consideration such factors as: 

1. Type, size and location of facility involved, and other factors pertaining to 
hazard; and 

2. The nature and purpose of the facility; 
we feel that the rural electric systems will not face a prohibitive insurance pre- 
mium cost for the required protection. 

I would now like to make some general comments on H. R. 1981 and S. 715, 
and some specific comments on the possibility that could arise which would 
eliminate the rural electric cooperatives from participation in the atomic energy 
program either through denying them adequate insurance protection or offering 
them insurance at rates which would be prohibitive. 

First, let me say that we agree with the tacit assumption being made by every- 
one concerned with this problem that a Government insurance program appears 
to be a necessity if any nuclear powerplants are to be constructed, 

Second, I believe that we should not overlook the possibility of approaching 
this insurance problem another way. As several people suggested in testifying 
before your committee last year, and as Mr. Gail L. Freer, personnel and insur- 
ance director of the Rural Cooperative Power Association, said in testifying 
before your committee this week, we might entertain the idea that the Federal 
Government assume the entire nuclear accident risk on private projects during 
some initial period, until adequate experience could be gained. When this time 
is reached, the insurance industry could take over the entire job of insuring 
against nuclear accidents, at rates which would not be prohibitive. 

Such an approach as we suggest above seems to be the most straightforward 
solution. 

We have some reservations, too, concerning the increase in power the Atomic 
Pnergy Commission would have added to its already enormous powers. Under 
this legislation the AEC will have the authority to tell each licensee how much 
private insurance he must carry, subject only to some nebulous criteria. I 
understand that the AEC has already proposed an amendment. to S. 715 which 
would eliminate from section 170 (b) the cost and terms of private insurance 
as one of the criteria to be considered by the Commission in establishing the 
amount of private insurance to be carried by a licensee. 

If the approach outlined in 8. 715 is adopted to solve the liability insurance 
problem, we would strongly oppose this AEC amendment, for the reasons that 
private insurance costs are a very important factor in determining the economic 
feasibility of small- and intermediate-size nuclear powerplants being contem- 
plated by consumer-owned electric utilities which do not operate as do the 
privately owned utilities—on a cost-plus basis. 
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We also have some reservations on the way in which the insurance industry 
is banding together to finance the cost and spread the risks of insuring for 
nuclear incidents. Two insurance pools have been set up, the Nuclear Energy 
Liability Insurance Association, and the Nuclear Energy Property Insurance 
Association. As you know the insurance industry is already highly concen- 
trated with the 50 largest insurance corporations accounting for 81 percent of 
all insurance company assets. We feel assured that these two insurance pools 
contain all the big insurance companies in the country. With these 2 pools 
serving as the only source of nuclear incidents insurance, the licensee will be 
forced to buy as much insurance as the AEC requires from private sources, 1 
of the 2 pools, at whatever rates the syndicate demands. This seems to leave 
much to be desired if we wish to maintain any semblance of competition in this 
industry. 

We already have evidences of the monopolistic leanings of these pools. As 
Mr. Freer pointed out in his testimony the Rural Cooperative Power Association 
at Elk River, Minn., has had premium quotations from insurance carriers (the 
two pools) which are prohibitive. This cooperative has also been advised that 
members of the pool require that the boiler and machinery coverage of their 
plant, which might be held by another company, would have to be transferred 
to the pool insurance company member. The pools, we have been told are offer- 
ing blanket insurance policies. To us this means that you must take all your 
insurance from the pool, or else you will not be insured for nuclear incidents. 

Such dealings smack of anything but competition. Further, it is not hard 
for us to envision a move on the part of the private utilities, which hold large 
blocks of private insurance company securities, to force the insurance com- 
panies to charge rates to the consumer-owned utilities which would be pro- 
hibitive, and thereby, eliminate all competitive elements from the electric utility 
industry. 

A move seems to be on by the private insurance companies, as was evident in 
Mr. Kelly’s testimony for the Factory Mutual Companies to amend SS. 715 so 
that the Federal indemnity program would also be liable for property damage. 
This amendment would provide that the property of the reactor owner or oper- 
ator, which is damaged as the result of an incident at a licensed facility and 
for which he is not legally liable, would be included within the protection of the 
Federal indemnity program. It appears to us that the private insurance com- 
panies in this instance want the Federal Government, the people, to assume the 
risk for all liability which may result from a nuclear incident, and the private 
insurance companies will assume the risk for a relatively small portion of the 
entire liability which may arise from a nuclear incident. If this is to be the 
case, then it becomes apparent that all the private insurance companies want 
is the right to collect the premiums, but they do not want to assume the risk 
of paying any of the freight. 

If such a proposal is seriously considered, and if added as an amendment to 
this proposed legislation we are forced into the position, since it will be the 
Federal Government only which will assume all liability, to support a complete 
Federal nuclear indemnity insurance bill. 

Finally, I would like to say that we must all recognize the fact that Federal 
indemnity coverage is a subsidy to private industry. This fact must always 
be kept in mind so that at no time in the future will we run the risk of having 
this subsidy continue indefinitely. 

We have assumed that the committee, in its considered opinion, wishes to 
take the approach outlined in S.,715 and H. R. 1981 in order to solve the nu- 
clear insurance indemnity problem. Since the solution of this problem is nec- 
essary to provide for an acceleration of the atomic energy program in this coun- 
try, we appear in behalf of this proposed legislation. However, we have made 
two other assumptions concerning this proposed legislation: (1) We have as- 
sumed that the provisions of this proposed legislation will be properly admin- 
istered; and (2) we have assumed that the rural electric cooperatives will be 
able to secure adequate insurance coverage at a cost which will continue the 
feasibility of their projects, but will still indemnify the general public in amounts 
that will realistically satisfy their claims. If, in the future, it appears that 
these two assumptions are not valid, we will appeal to the Congress for legis- 
lation which will make possible participation of the rural electric cooperatives 
in the atomic energy program. 


i 
i 
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NRECA ANNUAL MEETING, 1957 


From: Insurance and employee welfare committee. 
Approved by : Resolutions committee. 
Subject : Insurance protection from atomic energy. 

Whereas it is of the utmost importance to our member systems to see that 
our rural electric generating and transmission systems have adequate insurance 
protection ; and 

Whereas atomic energy and reactor power will in the future be used by more 
and more of our rural electric cooperatives ; and 

Whereas the cost of insurance to protect the public and the employees against 
the catastrophic damage possibilities is prohibitive; and 

Whereas it is the utmost importance to have adequate public liability and 
property damage insurance: Now, therefore, be it 

Resolved, That National Rural Electric Cooperative Association express to 
Congress the need for insurance legislation that will protect not only our rural 
electric cooperatives, but industry as a whole, against the catastrophic limits 
beyond which insurance carriers cannot insure at a reasonable premium ; and be it 
further 

Resolved, That we request the Congress to establish legislation which will 
enable the Government to assure the unusual insurance limits brought about by 
reactor power and that insurance costs be kept within limits that will not make 
the projects infeasible. 


PENNSYLVANIA Power & LicurT Co., 
Allentown, Pa., March 21, 1957. 
Subject : Indemnity legislation, S. 715 and H. R. 1981. 
Hon. Cart T; DURHAM, 
Chairman, Joint Committee on Atomic Pnergy, 
Congress of the United States, Washington, D. C. 


Dear Mr. DURHAM: During the indemnity hearings held last year we took the 
position in testimony before the joint committee that the Anderson (S. 4112) 
was sound and desirable legislation. With the passage of another year, there is 
even greater reason for the enactment of this type of law. We, therefore, urge 
that the committee report favorably on the current bills, 8S. 715 and H. R. 1981. 

We do consider it to be most important that there be a proper dovetailing of the 
Federal legislation and the coverage recently announced as available by private 
insurance company groups. It would seem likely that if gaps should exist in the 
combined Government and private coverage, the desired objectives of the cur- 
rently proposed legislation would not be fully achieved. 

Very truly yours, 
CuAs E. OAKES, President. 


THE PENNSYLVANIA STATE UNIVERSITY, 
University Park, Pa., March 23, 1957. 
Hon, Cart T, DuRHAM, 
Chairman, Joint Committee on Atomic Energy, 
The House of Representatives, Washington, D. C. 

DEAR CONGRESSMAN DurHAM: I have your letter of March 12 asking if we have 
had any changes in our position in regard to private insurance for third-party 
liability arising out of reactor risks. 

As you know. we have @ reactor and have been watching rather closely the 
developments of insurance for this purpose, and have asked our insurance brokers 
to keep us informed and let us know of the rates when the companies arrive at a 
position where such insurance can be offered. On March 20, 1957, we were told 
that at least one company, or a group of companies, is prepared to offer temporary 
coverage at the following tentative rates: 

For the first million: $6,250 per year 
For the next four million: $2,250 per million per year 
For the next five million: $1,050 per million per year 

Before such insurance will be issued, the company wishes to arrange for an 
inspection of the reactor installation and then will make us a firm offer for third- 
party liability and property damage insurance. 

This is as far as we have gotten. 

Very truly yours, 
Eric A. WALKER, President. 
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PoweER REACTOR DEVELOPMENT Co., 
Detroit, Mich., April 2, 1957. 
Hon. Cart T. DuRHAM, 
Chairman, Joint Committee on Atomic Energy, 
Washington, D. C. 


DEAR CHAIRMAN DuRHAM: We sincerely appreciate your invitation to express 
our views in regard to legislation which has been proposed providing for govern- 
mental indemnity against reactor hazards. 

We have examined Senate bill S. 715 and House bill H. R. 1981, which have 
been referred to your committee, and believe that such legislation would be in 
the public interest and would be an important factor in accelerating the peace- 
time application of atomic energy. In our opinion, these bills incorporate the 
basic factors which I outlined in my May 16, 1956, statement before your com- 
mittee, and they provide sufficient authority to the Atomic Energy Commission 
to enable the Commission to integrate the protection furnished with that presently 
contemplated by private insurers. 

We earnestly advocate the enactment of this legislation as an important step 
in furthering the peaceful utilization of nuclear energy. 

With best wishes, 

Sincerely, 
WALKER L, CIsLErR, President. 


STEEL PLATE FAurRIcAtTORS ASSOCIATION, 
Chicago, Ill., March 25, 1957. 
Re insurance and indemnity protection for suppliers of materials and equip- 
ment for atomic-energy projects. 


Hon. Cart T. DURHAM, 
Chairman, Joint Committee on Atomic Energu, 
Congress of the United States, 
Washington, D. C. 


Dear Srr: The Steel Plate Fabricators Association, composed of 55 firms’ 
engaged in custom building of heavy metal plate structures has sought to repre- 
sent that industry for over 24 years. It has a vital interest in H. R. 1981, and 
because of its interest in such legislation desires to make this statement which 
it hopes will be given serious consideration by your committee and by the 
Congress. 

Members of the Steel Plate Fabricators Association are the natural suppliers 
of heavy metal plate components such as primary reactor shield tanks, reactor 
containment vessels, heat exchangers, boilers, pressure vessels, storage and 
process tanks, large diameter pipes, entrance locks and the like for large atomic 
facilities. They have much valuable experience in the design, engineering, 
fabrication and field erection of metal-plate structures for many industries, 
including the petroleum, chemical, power and water supply industries, and their 
engineers are trained and experienced in the conservative design of such struc- 
tures. They have been among the leaders in designing from basic design criteria 
furnished by other scientists and engineers having expert knowledge in the 
atomic field suitable structures of heavy metal plate construction for use in atomic 
facilities and particularly large nuclear reasearch and power reactors. 

The doctrine that a manufacturer may be held liable to persons other than 
his customer for a defect in a manufactured product was held to be ap- 
plicable to the products of steel plate fabricators in two cases which arose out 
of the collapse of a tank designed and built to hold liquefied methane gas at 
low temperature under pressure, in which more than a hundred persons werv 
either fatally injured or grievously burned in the fire which followed the col- 
lapse. The case of Foley v. Pittsburgh Des Moines Co., 363 Pa. 1, 68 Atl. 
2d 517, was decided by the Supreme Court of Pennsylvania. The case of Moran 
v. Pittsburgh Des Moines Co., arose in the Federal courts and the decision 
of the United States Court of Appeals for the Second Circuit was reported 
in 166 F. 2d 908. The United Staes Supreme Court denied certiorari, 734 
U. S. 846. Both cases held that, where fault might be traced to the manufac- 
turer of the tank, the manufacturer could be held liable to persons who might 
be injured through failure of the structure. These cases have emphasized to 


1 A membership list is attached to this letter. 
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members of the heavy metal plate fabricating industry their great responsi- 
bilities to the public in designing and building safe structures. 

It would be difficult, if not impossible, to determine the cause of failure of 
a metal plate structure in a nuclear accident. Furthermore, in this new field 
of atomic power, it would be equally difficult to determine whether the design 
eriteria furnished to the fabricator were adequate. Finally, the natural tend- 
ency of juries to favor an innocent injured plaintiff over a manufacturer 
might, in a lawsuit arising out of a nuclear accident, cause a jury to fail to 
give proper attention to the requirements of proof of wrong on the part of the 
defendant. 

Potential liability for atomic accidents might greatly exceed the $65 million 
which we understand has been made available by private stock and mutual 
insurance company pools. The entire assets of a metal plate fabricator might 
be seized to satisfy judgments against it. Fabricators are unwilling, there- 
fore, to undertake contracts in this field without being relieved of uninsurable 
liability in some way. 

We strongly urge that legislation be reported by your committee and enacted 
by the Congress authorizing the Federal Government to indemnify owners and 
operators of atomic facilities, and their suppliers, against losses in excess of 
those for which private insurance is available. If there is to be an upper limit 
for such indemnification, then the liability of such owners, operators, nd sup- 
pliers should be limited in some manner. 

We feel that H. R. 1981 is designed to accomplish these objectives, and we 
therefore strongly recommend that it be enacted into law. Failure promptly to 
enact such legislation will, we believe, result in the delay or abandonment of all 
major private peacetime atomic projects in this country. 

Very truly yours, 
STEEL PLATE FABRICATORS ASSOCIATION, 
By E. E. MicHaets, President. 


MEMBERSHIP 


American Bridge division, United States Steel Corp., Pittsburgh, Pa. 

The Babcock & Wilcox Co., New York, N. Y. 

Beall Pipe & Tank Corp., Portland, Oreg. 

Bethlehem Steel Co., Bethlehem, Pa. 

Birmingham Tank Co. division, Ingalls Iron Works, Birmingham, Ala. 

Black, Sivalls & Bryson, Inc., Kansas City, Mo. 

Miles P. Brown Boiler Works, Franklin, Pa. 

W. B. Caldwell Co., Louisville, Ky. 

Chattanooga Boiler & Tank Co., Chattanooga, Tenn. 

Chicago Bridge & Iron Co., Chicago, Ill. 

Chicago Steel Tank Co., division United States Industries, Chicago, Ill. 

R. D. Cole Manufacturing Co., Newman, Ga. 

ombustion Engineering, Inc., New York, N. Y. 

Consolidated Western Steel division, United States Steel Corp., Los Angeles, 
Calif. 

The Darby Corp., Kansas City, Kans. 

Delta Tank Manufacturing Co., Inc., Baton Rouge, La. 

Downingtown Iron Works, Inc., division Pressed Steel Tank Co., Downingtown, 
Pa. 

Dresser Manufacturing division, Bradford, Pa. 

Flectroweld Manufacturing Corp., Erie, Pa. 

J. J. Finnigan Co., Ine., Atlanta, Ga. 

Flint Steel Corp., Tulsa, Okla. 

General American Transportation Corp., Chicago, Il. 

Graver Tank & Manufacturing Co., Inc., East Chicago, Ind. 

Hammond Iron Works, Warren, Pa. 

Hibben & Co., Chicago, Ill. 

Hydraulic Supply Manufacturing Co., Seattle, Wash. 

Kaiser Steel Corp., fabricating division, Napa, Calif. 

Kansas City Structural Steel Co., Kansas City, Kans. 

Koven Fabricators, Ine., Dover, N. J. 

Lackawanna Steel Construction Co., Buffalo, N. Y. 

The Lang Co., Inc., Salt Lake City, Utah 

Morgan Steel Products, Inc., Cleveland, Ohio 
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National Annealing Box Co., Washington, Pa. 

National Tank & Manufacturing Co., Los Angeles, Calif. 
Nazareth Steel Fabricators, Inc., Nazareth, Pa. 

Nooter Corp., St. Louis, Mo. 

Omaha Steel Works, Omaha, Nebr. 

Pacific Coast Engineering Co., Alameda, Calif. 

Paul Simon Boiler & Welding Co., Cleveland, Ohio 
Pennsylvania Enginering Corp., New Castle, Pa. 
Pittsburgh Des Moines Steel Co., Pittsburgh, Pa. 

The Wm. B. Pollock Co., Youngstown, Ohio 

Puget Sound Fabricators, Inc., Seattle, Wash. 

Richmond Engineering Co., Inc., Richmond, Va. 
Southwest Welding & Manufacturing Co., Alahambra, Calif. 
The Stacey Manufacturing Co., Cincinnati, Ohio 

The Stearns-Rogers Manufacturing Co., Denver, Colo. 
Steel and Alloy Tank Co., Newark, N. J. 

Struthers Wells Corp., Litusville, Pa. 

Terre Haute Boiler Works Co., Inc., Terre Haute, Ind. 
Treadwell Construction Co., Midland, Pa. 

Union Boiler & Manufacturing Co., Lebanon, Pa. 
Wheelerweld Division, C. H. Wheeler Manufacturing Co., Ambler, Pa. 
Wyatt Metal and Boiler Works, Houston, Tex. 
Youngstown Steel Tank Co., Youngstown, Ohio 


STATEMENT FOR THE RECORD, BY CHARLES H. WEAVER, VICE PRESIDENT, 
WESTINGHOUSE ELECTRIC Corp. 


In connection with your hearings on proposed legislation providing for gov- 
ernmental indemnity, I submit the following comments for the record. 

The legislation before you is of the utmost importance to assure continu- 
ation of atomic power development to this country. I assume that you will 
receive supporting statements from prospective operators of nuclear power- 
plants. As a manufacturer of equipmemnt for both private and Government 
use, my company’s activities in this field are equally dependent on the out- 
come of this legislation. 

I have advised you in previous hearings of the scope of my company’s activi- 
ties in the atomic energy field. We began reactor development work some 9 
years ago, have substantial programs for naval application with which you 
are familiar, and also civilian power projects under way to provide nuclear 
facilities for operation by several utilities or groups of utilities. These pro- 
grams have borne fruit most dramatically in the Nautilus and in the Shipping- 
port reactor scheduled for operation late this year. 

Since the 1950 act, my company has invested substantial funds in atomic 
energy activities. We have established a number of Westinghouse-sponsored 
activities apart from the Government-sponsored facilities at our Bettis Atomic 
Power Division. We have become not only a supplier of atomic electric plants, 
but a supplier of components and a fuel element fabricator. We expect to be 
an operator of a testing reactor. We will be supplying nuclear equipment for 
military and other governmental use and for private customers. We will be 
handling special nuclear material at a number of our activities at varying 
locations. 

Many of these activities may expose us to a risk which is out of proportion 
to both our investment and to the volume of business against which the cost 
of the risk can be assessed. 

In the area of indemnity our problems generally fall into three classes: Our 
domestic commercial activity, our Government activity, and our foreign activity. 

1. Domestic commercial activity—During the past 2 years, the insurance and 
indemnity problems have come into clearer focus. The Atomic Industrial 
Forum through the Columbia study and a number of symposiums, together with 
the hearings held by your committee, and the efforts of the insurance industry, 
have assisted in this respect. We are not as yet sure of our position insurance- 
wise. The forms of insurance policies recently made available are under study. 
The cost of available insurance and its application to our particular needs is 
still being explored. Without dwelling on the insurance protection, however, 
it seems apparent to all concerned that whatever the adequacy of insurance 








GOVERNMENTAL INDEMNITY AND REACTOR SAFETY 287 


within the available limits, it will not be adequate in amount to assure that our 
customers will place nuclear plants into operation. We have, nevertheless, con- 
tinued our work with the liability problem unsolved although it has caused 
difficulties in dealing with suppliers and delays in contract negotiations. We 
are rapidly being faced with the ultimate decision as to whether these plants 
will go critical. Without legislation it seems to be indicated that they will not. 

In general, I feel that the concept developed by the committee last year is 
excellent in terms of civilian projects. If it is acceptable to the operators of 
nuclear powerplants, it is acceptable to my company. The committee has cer- 
tainly done a careful job. 

I urge the committee’s continued recognition of the pressing importance of 
legislation. 

2. Government activity—In connection with our Government business some 
further assistance is needed either through this or other legislation. Of the 
bills before you S. 715 is preferable in this respect to 8. 52, as H. R. 1981 is 
to H. R. 888. 

The legislation before you, however, does not purport to cover defense con- 
tracts except to the extent that the Commission is the contractor. I under- 
stand that additional legislation to authorize indemnity agreements has been 
under consideration with the Defense Department since early last summer but 
no bill has as yet been introduced in the Congress, Legislation to cover De- 
fense Department activity is needed. 

The Commission, and to some extent the Defense Department, have been 
generally sympathetic to indemnity for prime contractors in research and de- 
velopment work where something new is being attempted. But even in this 
field prime contractors have not been authorized to extend such indemnity to 
subcontractors and suppliers despite their repeated and legitimate requests for 
such protection. There has been less recognition given to the problem when 
work has proceeded beyond the research and development stage, particularly 
as we move toward the day when we or our suppliers can work more on normal 
fixed price contracting. We have a growing concern in the product and public 
liability field as we pass from research into production of duplicate or nearly 
duplicate systems for Government use. If there is an exposure to liability on 
our part, or to loss by the public, from the operation of a single nuclear power- 
plant, the exposure is multiplied as more and more plants come into active use. 

Pending legislation, my company has gone ahead with every project despite the 
lack of protection and many of our suppliers have also been willing to go along 
in the hope or expectation that legislation would cover work presently in process. 
As we have been proceeding in good faith, we feel that any authorization 
in this legislation should be made retroactive to cover projects previously started. 

The Government has been reluctant to exercise such authority as may pres- 
ently exist while such legislation is pending and while your committee is delib- 
erating the extent to which governmental indemnity should go. This reluctance 
has frequently been expressed by “Let’s wait and see what the Congress will do.” 
We, therefore, hope not only for a clear grant of indemnity authority, but for an 
endorsement by the committee of its fullest use. Also, we would like to have 
authority granted not only to the Commission but to the military departments. 
These departments play a greater role as we reach the production stage where 
our exposure is multiplied simply by the increase in number of reactors operated 
by these departments. This is particularly true with respect to components 
furnished by us and our suppliers. 

3. Foreign activity.—I mentioned this additional problem to the committee in 
last year’s hearings, The problem relates to protection against third party 
liability on our exports of nuclear equipment. I realize that this is perhaps not 
a subject for this legislation. This protection is, however, as acute a problem 
in the foreign field as in the domestic. Although there may be other ways to 
assist American suppliers in gaining protection, the most immediate solution 
seems to be through the bilateral agreements. Mr. Cole has made such a proposal 
in H. R. 5694. Following last year’s hearings, I corresponded with Senator 
Pastore on this subject and I understand he brought the matter to the attention 
of the Commission. Westinghouse personnel have discussed the matter with the 
Commission staff at various times during the past year. 

Whether through the device of Mr. Cole’s proposal or simply by negotiation, 
it would certainly be helpful if bilateral agreements required the foreign 
country to indemnify American suppliers. After all, if through your legislation, 
indemnity is afforded by our Government to cover any incident occurring in 
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this country and runs in favor of foreign suppliers, it seems only reasonable 
to ask foreign countries to cover incidents occurring abroad and to protect 
American suppliers. Further, the average American supplier cannot be expected 
to know and to keep up with the laws of all foreign countries as to his liability. 
It is reasonable to expect the foreign country to extend an indemnity. Certainly 
it is in the interest of our Government to further the efforts of American suppliers 
in support of the atoms for peace program. 

The committee’s support for this position would be appreciated and would 
earry weight in the negotiation of a protective provision in bilateral agreements, 

In concluding, it is my belief that the insurance and indemnity issues arise 
from the complexity of the technical and scientific problems which face us. 
I hope that they will dirainish in importance when the state of the art ias 
considerably advanced. Although ultimately we hope to resume more normal 
commercial patterns, it appears that for the present legislation and Government 
indemnity is necessary. 


YANKEE ATOMIC ELEcTRIC Co., 
Boston, Mass., March 25, 1957. 
JOINT COMMITTEE ON ATOMIC ENERGY, 
Senate Post Office, Washington, D. C. 

Dear Srrs: This is in reply to your memorandum No. 75 dated March 12, 
1957, regarding public hearings on proposed legislation providing for govern- 
mental indemnity against reactor hazards. In accordance with the policy sug- 
gested in your memorandum, we submit this statement for the record. 

The indemnity problem has been a matter of major concern to us from the 
outset and we consider the prompt adoption of a Federal law on this subject 
most important. We consider the proposal in the pending Anderson bill (S. 715) 
an appropriate means of providing the necessary additional protection and 
feel we can go forward with our project under such an amendment to the Atomic 
Energy Act. Our reasons and comments were set forth in a statement dated 
May 11, 1956, by the undersigned, William Webster, president of Yankee Atomic 
Electric Co., presented to your committee on May 18, 1956. 

Yours very truly, 


WittramM Wesster, President. 
The CuHairman. This completes the hearing on insurance at this 


time. We may have to reopen them at a later date. 
Thank you very much. The committee is adjourned. 


(Thereupon, at 3:45 p. m., Wednesday, March 27, 1957, the 
committee was adjourned. ) 
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